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FECOLT, MANAGEMENT CORPORATION
BFCUTIVE SUMMARY
LOPN BECOVERY TRANSACTTONS

From: Brian R. Shelton
Division and Cost Center: Loan Racwery/63153

To: SAC To: Oversight ~
Date: 12/22/92 Date: e
A o
“’\"’;{ Y 1 i ? i

Proposal: (Geck oe)
¥ Fimal Dispositien (FD)
™ Settlement (SETT)
Rerewal /Restruchure  (RES)
Aditional Advances (FR)
Partial (oll. Release (CREL)
Foreclosure Bid (BID)
Bulk Asset Sale (BAS)

Seraitive Tssue: Yes  No X S . OIHFR (OT)
1. KEY TRANSACTTON DEfa ..
Obligor Name: Bain & Compary Business: Strategic Consulting
8IC Oode: 8742

thligor Address: Two Copley Place
Boston, MA 023117-0897

Cbligor #: 0553264300

s T iy o

Obligaticon #: 182,190,208

L S
Iegal Principal Balance: Total: RECOLL: 30,654,868
Aggregate Relationship
Iecpl Principal Balance: — Totald S EECOLL: 30,654,868

*m:mesa'rttotalseniordebtﬂxatismlyrelﬁﬁéikyammmlm

agreement
Aoent:
Quarantars: None (applicable to REQOLL)
Principals: Mit Romey

Related Cblicgr Name(s): None

Iagal Counsel: Outside:
RECO(L: David Alsenbery

Cuarantor Type: N/A
Curership/Subsidiary: O:rpcratlm
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Propoeal:  That authority ke granted tos

1. Prmdeammertothecmpanymmlallmt}emparytom of its cash (D)(4)

kalances to accept dd::ft terders up to 30 cents on the dollar. Rvgss o i

2. FerEE):)ILmten:ierlts%O65&mmdebta“29mttsfcratatalpa}qmtof$8889mn
i}’»«

3. To write down the remining legal kalance of $22.071nm (pleasermtebod{ba]armlsmly

$8.85am die to charge-off pricr to receivership of $19.666m) . e

.
9=

Mmmofficarmsattmptedmfacﬂitateapmgrmn,m&emm,asrecei\,erofmem
Bark of New Ergland, mmmwwmmmlmmmmmsmm
conpany at. 100% of its acquired kalance. ‘That proposal, and suppart for that proposal, is
incorparated in the following text. The accaunt officer wishes to immediately point cut that
mmofmmmmwmmmm&ﬁmﬂem the acoount officer

is straygly recomending that approval be granted £ of the compery’s cash badances to )(4)
medfarhzynm&ebtbad{atmcmﬁ:scrlwtom the compary's balance sheet.
supart for this decision is incarporated herein, hut the account of ficer wishes to reinforce this

portion of the proposal at the begiming of the fomal presentation.

Bain & Coppary is an intermational styategic consultant who provides a variety of consulting
services to a fonidebhle client bese around the world, The former bark was ae of four karks that
(b)(4) lent money to Bain parsuart to the famer bark also provided a : (b)(4)

%ngﬁmmimq lire o Bain. | |

(b)(4

()4 | the canpany barrowed .y
famer bark provided warking capital ard letters of creﬂittoBajnaspartofa:lm (b)(4)
The ocomparyy went into default on its line of credit arxi| at the erd of 1900, (b)(4)

Sﬂsa;wtmgctmmmtod{pmmﬁmmagaﬁmirmmmmanmmhgaﬁm
into faur (4) Tranches of debt governed by a single Iocan Agreement. This restruchring todk place
on June 14, 1991. Mmﬂwmofﬁ&%mﬁmm&afmhaﬂcspmlmmmsmddmm
}:y$7512m1@amrgﬁ)ebarﬁ<mmltsaﬂsmrgle;albalameof$30654m Please see Exnibit C,
for the participant barks, positions ard for a breskdoun of debt that each respective lerder had

wpon restruchuring.

ing contemplated that Bain would be able to reverues for FYE 1992
(b)(4)0f for contimed growth of revernes thereafter & This reverne level {B)(4)
NECESSary forthecmpawtobeabletecperatsnmally, capensate its professionals

copetitively and to amortize debt pursuant to Edhibit C.1 (paga_{ﬁ'f The canpany realized early on
ﬁ}a:tltmuldbemﬁbletohltltsmvmjegpals The conparny is cunrrently operating at run rate

o)D) _ en a 12 month trailing besis.

The mtoﬂhemrﬂ(w roposal which offered to pay the bank
(b),4)f.iici in cash and an additi full satisfacticn of the bark groups
in

b . mspmalmmammmyBSwmmﬂﬁwuarfwmm The
thesmfwﬂa;quxalmsﬂatﬂncmmhaﬂmstﬁsnmbaskasaﬂmﬁscmﬁrm

(b)(4)1£§ge1 vhich irdicated +ha rvevorr wrald bo Snenluert ac eoarlv s BVE 1905 ymder the esrjetireg
O structure and that|
(b)(4)

@



(b)(4)

©)%) 2t the tine of the proposal re in favor of the cue

- VEiE ‘
in favr of the proposal due to the megnitude of debt forgiveness - [=dkeequently
the compary's proposal with a program that called far payment of {_ [ I NEA 7N
a structured amortization program. The ocanpany rejected this proposal doe to the program taking
aﬂofi&adsﬁrgmﬁmmﬂleaﬁrgitwimddxitmﬂdrm&mimardﬁm‘mits
Basipees. T RS L B O o S P T W &

O PR B L GBI inn ] SCRLE. T Sy e S8 (1))(4)

At this point it is warthuhilé to point It stme of the key issues relative to any warkout of this
- { AR E »g (S

~REXIL is virtually ursecured its $30mm of debt due to the questionable value of its . WQ‘“T\K
: N

3‘_lienmtrefm:eign}x/Rardthenegligiblevalwcf E .
(b)(4) ZIhe pri ascets of the capany are its consulty —

o lerder can sell its debt position To any ertity oher mmmn———l
ey

pricr consent 6fall bark's
—‘memrparymnﬂn‘im cr pay cperating expenses up to 90% of reverue.
AThe conany camot make distribations (e.g. buy note positions) withoat forcing the recipient bank
itc:éamsaidprweedsratablyndﬁnallparticipmtbarﬂcs.
bt Tranche D debt dolicptions are only payable aut of net cash flow. To the extent Trenche D ig/
éMl_jg.:rt::1:*@1&:3’3?&!::1}:!y2001‘I:I"Jvat:iel‘:tt:;isfcsr:'g:’L‘wafn.
“The acoort officer received an indication from Asset Marketing that they would not be-able to,//

sell this note due to its cadition (see Exhibit I page 80). g

e

ﬂnrﬂteffmtofﬁnmwﬂitmis&ﬁtmismtrictadastomitcansellitsdabt
{vwm,,mmmmtregatiateastmﬁalaetcarmcﬁmmitsdéstmmﬁﬁmmyardﬂemrmm
| c:and@leteitswglhalamkym}dmofﬁmrmpa}maﬂsammnbeincmpﬁmmmﬂw
\ loan documents thereby depleting the campany's present liguidity. The last primary concemn is that
|_absert some dramatic restristiring the senicr officer Cadre is drdicating they will leave to pursue
mqwmmmmleﬁfmaawlwmﬂﬁmmﬁmcf%in&m.

Based cn the lcan sale restrictions, the less than farecasted cperating results, the carpary's
ability to deplete its liguidity and REQIL's effectively unsecured position, the account officer
W&mﬁmagL%lmmemﬁﬁmymmﬂﬁFma as
receiver of the New Bark of New Brgland (NENE), with an ogportinity to tender its debt at an amount
sufficient to satisfy the bodk balance it acguired upon the farmer bank's failure.

Tt became clear that the anly viable program acosptable to all participant banks would be a
oapetitive bidding prooess. Six months of negrtiating resulted in this proposal which

1. mmmmmammwﬁmm&mﬁnmtoum@m (b)(4)

2. The tender offers will be preserted through sealed bids at a price not to exoeed 30 cents on the
dollar. To the extert the tender is fully subecribed the campary's doligated to accept the bids
(b)(4) and distribute the

3. The bids will be accepted evenly across 2ll Trarches of debt (i.e. if RECXCLIL were to bid $10mm
d$3QOmWMnﬁmmmmmpzmtiam1yamauofimmm).
4.mmmﬁllaxmtbidssmirgatﬁﬁlmtbidmﬁnﬂrgmdmﬂmﬂy
subscribed.

5. ﬂemw'smﬁreddebtmﬁzatimfwallmmmmmlkepxmﬁmat@y
Wmfommmmmmwlmmmmmdmmmm
has terdered its debt.

R



(b))

Page 4 (b))

The debt if fully subscribed at 30 cents, will retirel —hf aoh mini as
(b)(4) mxh as at a fully subscribed price of 27 cents. i
a third consultant repart vhich irdicates further restrichini nches A~C will still be

required if the terder is fully subscribed at 30 cents because onk would be available to
(b)(4) amcrtizel of debt ard pay interest, hence the barks who stay in will still need to lock at

firther corressTins or the campany ocould still fail to generate sufficient cash flow to service
debt. Based on the foregoing the accaunt officer is recamerding terder of REUIL's debt at a
oapetitive hid of 29 cents or $8.88%mm. \

Berefits & Weaknesses: (b)4) (b))
<The FDIC, as receiver of NENE has the ogoarbinity of recovering its acguired kalance of this o)

traubled company 100% in cash today.

-REOOLL will facilitate a substantial delt reduction by allowirg th }:ntofﬂme(xm;:anyto
retire debt at 30 cents on the dollar if it chocses ot to terder T ‘

~The proposal eliminates the substantial uncertainty of this camparny by recovering its net position
today.

~The weakness of the proposal is that the proposal would preclude the possibility of yielding a
has proven its instability over the last two years, therefare the campary’s recovery and
stabilization going farward is in daubt. When you weigh the risks of the fubure versus the
berefit of full recovery today, the account officer believes the proposal to be surest methed of
exiting this credit without incuoring losses to the pool.

2. Facilities: (000's)

Unfirded Isc@ml Tecml Total
oligation  Iegal Ealance Principal  Accrued Fees/ Iegal
Chligation # Tvpe Comibrent _Available Balance _Interest  Expenses Balarce
182 10,383 O 10,383 0 o 10,383
180 14,339 E 14,339 0 0 14,339
208 5,931 0 5,931 0 0 5,931
Totals 30,654 O 30,654 0 GO 30,654
Other Related: 0
Total Aoggrecabe Related: 30,654
Interest Days Maburity Guarantor Financial Soemmees
hlicn # Rate  Past Due _ Date Guarantors Date _Suporting W _Cont. Idabilities
182 LIECR +1% G 3731797 None
190 5% 0 3/31/99 Nere
208 0% 4] N/A Hore
Fleet Barlirg Relaticnship: Noe
Participants: Participants agree with proposal: X_Yes
o
ame % of Obligetion $ amourt, of Chligation
See Bhibit €, Page 14
Totals
3. ollateral: (000's) Total RECOLL,
Iien Agraised (ollateral Appraisal Prior Urgpaid
Chligation # ollateral Type Position  Value* Share $ Date i Taxes IOV DSC
182,190,208 Domestic A/R's  2nd 0 N/A 0 (@)
Fereign AfR's  1st @ N/A , 0 (b)(4)
E‘.F. & E- ist N/A H/A G 0
ToaLs:

Appraiser Names/Titles: N/A
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ollateral Description:
RmDIL'scollatemlmmtsofaém*edfzrstlmmthemy'sfcrelgnA/R‘sardmthe
capary’'s furmitire, fixtures and eguipment (FF & F). RBYILL also has a shared

darestic A/R's, this lien is subordinate to the first lien of] B |arri af| (b)(4)

(b)(4)‘me foreign A/R's W&é‘:{%&saﬂﬁmﬂtm hmmttmeassetsfor ite 30%
Mmm4mofWMMm%®mmmm&mw

mhmmﬂntahmmfmmm'scamntheperfected Mnaoo]la::mmasapmhlan,arﬁ@ﬁ&é
to the fact that in a barkruptey it's likely that most, if not all, of the accaunt parties would
claim offsets far discantirned consulting services.

. A list of FF & E is attached in Exhibit F, (Page 71). The bulk of the value is in leasehold

inprovenantts and computer equiprent. ﬂmeleasdnldmptmwtshawemtarmblevaluema

liquidation. The camputer systens already have aged between 6-8 years, hence would rot brirng a lot

of value in a liguidation. In any case, REOUIL's partion of any liguidation proceeds would be

negligible.

4, Salient Facts [inchyding financial sumery of cbliger(s) and gquarartor(s)is

Bain & Oopary is an intermaticmal strategic consulting firm. The canpary has offices in virtually

every omtinent in the wrld. The cawpany wes very profitable historically. The entity was a

partrership held by 8 irdividuals until July 22, 1985 when Bain was incorporated in Massachusetts
(b)(4)ard in New Jersey.
(b)4)

[the foarmer provided Bain with a Salmm working
(b)(4) capital line. The background of the |working capital line is more fully set forth
in Bxhibit E (pace 64). (b)(4)

Durirg the later half of the 1980's competition in strategic consulting incressed dramatically.

(b)(4)

(b)) [ The conpeny defaulted cn its Gebt cblicaticns
ard an overall restructuring of the oarpary's debt took place. The end result of the work aut,
corsumated in June, 1991, was that senior debt was paid down to (seel?;xhgbltc,lﬁageld{b&@

) C ofaﬂmdjratemmmcgataiclajﬂsmfmgivmkythea o Bain.

a to the £ i the 8 famer owners of Bain were verrived to ray mtsﬁ']e(b)(“)

(0)H)campary and ic bf payment guarantees tq Sig's (b)4)

The four Trarches of debt ard their repavment are governed by a sirgle lcen agprearent. Attadhed as
Exhibit C.2 (pwem)lsamtlmofeadlkmﬂqssearitnguaranbeasfm*thedebt It is
mgmmntmmﬁasmﬂatmDmamm&sbtﬁﬁtmfm&mmm@ct@tmtmd
by 2001, therefore when the acoount officer refers to reguired debt amortization he is referring

mly to Trarxhes A, B& C

e 1991 restncbring was enacted Bain the banks assumed that the campany would operate at
(b)|(4) of base revenues with-a-growth rate thereafter. Unfartumately the comeny is
gbgg4 ling to marege reveues al 12 month trailing basis hence the cawary is well belaow
b)(4)its farecast ard is now forecasting shartfall over the life of the existing debt

(b)detruchre based on today's opevating

(b){4) ) W

(b))

q%

The cameny has taken the positicn that it will rot be able to kesp its officer corp intact @@ -5~
O,




Page 6 (b)(4)

sirvive bevordd 1995 absent substantial relief. The copany therefare, began to pursue averues
ining relief from the bark grogp as discussed previously. Imhehalfofﬂmelmﬂ{gra@ (4)
(b)4) hired , bo conduct a study to confirm ar deny assertions made by the canpary as to
their position. This soudy is attached hereto as Exhibit D (page 17). The study reparts that
absert an auction, and assuming the FY 1993 bese year revenues throuh the first four months (i.e.
aurrent Tun rate), the canpany will experience a pesk cumilative shortfall off —  ]in the fifth
year of the amrent debt structwe. The repart further irdicates that based an the corpany's kase
(b)(4) case projection a total of  Jof debt (including, Tranche D) would have to ke retired befare

all debt could be serviced. This means the carpany could have shortfalls ranging fron| —(b)(4)
o4 if it doesn't retire[  Jf debt ar grow reverues dramatically going farward.
(b)(4
Coopers has perfamed a sensitivi ysis(vggi%immmatﬁxecmpanymﬂdmmtom
(B)(4) tase reverwes al—— hrrvally for ar-at armually, with a sucoessful debt tender, to
i the existing structire. This caclusi require growth at an initial rate
(b)(4) ot per anrum withaut an auction ar at per anrum with an auction. (b)(4)
Theses would oontinue to capoaurd thereby increasing the real dollar reverie growth

mqﬁmtea&yearfarﬂnmwmnegtitsmmceammﬁmmm. Given
that the capany is struggling to mairtain its present reverue level it appears unlikely that the
campany will be able to achieve the growth necessary to meet its cbligations. Attached as Bhibit H
{page 79) is a sensitivity amlysis vhich demonstrates the conpany will have a pesk cash shortage of
ggg@ﬁﬁ&h&mmﬁm%&m@@that&ﬂwaﬂmiﬁﬁammm&
, V.

(b)(4)

5. Altermatives:

FBOIL besically has three altarmatives to the proposal. The first altermative is to do nothing.
(b)(4)The secord altermative is to allow the| to be utilized to retire debtt at an amout ot to

exceed 30 carts an the dollar to unleverage the company to same extent. The last altermative i)te)

bid at a different level than the proposal.

The first altermative wauld be catastrgdic. ﬂemﬂ(wallbe]mﬂﬁtﬁﬁomparymll fail
if the tender is not only allowed, but fully subscribed. The seniar officers of this conpary are

mrepared to pasue other oppartimities if something doesn't chance corpary
(b)4)idicates that it interds to pay out boms! W ovement by

Attachid as Biu FugNise : AT : T I
after the first of the year, the assets securing REQUIL's debt ave liguidated and proceeds

_ ratably allocated to REQIL. The NPV of this altermative is $3.05m.

The secord altermative is to allow the cowery to disgorgg ,,,,f"'nfcashtoallwfmrdd:tr@x@@

at a discomt and for REQOIL not to tender its debt. This altermative at least provides a better

apportunity for RECOLL to realize sare value an its debt if (b))

leverage the campary. Coopers and Iytrand has irdicated that the would have to grow

Wa@ammmmmammmmoﬁﬁnymadﬁ%suffici(@)@)

cash flow to marginally servicadel:tmidl%])%ﬁe difficult if not impossible. However, given that
—6




(b))

(b))

(b)(4)
(b)(4)
(b)(4)

(b))
(b)(4)

Page 7

aprodrately it
would appear sited 1ot to allow el to e retine] 8t 2 sigrificatt dUsCcOurt 1o at leasc
better REQOIL's charces of recovering on its debt long term. 2Abtached as Bhibit H (pece™d ) is
sersitivity analysis of what the comany woild lock like after a suocessful debt tender at 300@1’&3
(i.el debt reduction). (b)(4)

The amalysis indicates that even after a mmmmwmmmm

i i armual growth plan.  Deficits will kegin in FY96

1 by the erd of the modifi ‘tl'mn’sﬁ”i’ﬂ" If the grows

reveres at-a mte icits will begin in FY95 ared peak 11(b)(4)

FY98. For paposes of establishing an NPV the accont officer assanes that the conpany mareces to

aurvive throoh FY95, hut fails in FY96 due to cash deficits o@wﬁmﬂ cause defaulh)én

mleratlmofﬁ)edebt Stm&efaultsm_lltrlggerdlﬁsolutlm compary e to the log

mr:ertaintyas‘cot}rzmtgary'sdebt The FY96 dissolution is also predicated
3 Wgrwmscaﬁrlommy&b])&)

ple to| )

upen the

o

(B)4)

(b))

(b))

copary.  The NV of scenario two is $7.166mm.

The last alterretive is to loer o incresse REOOEL's bid from 29 cortes an the dollar.  The

officer believes tha ard | lcould be bidders in a debt tender. tet)
the best position in that they bave a shared 1st lien an ic AR'e, right of seb-OrT <o
oopary's A acoart arnd a proporticnate share of the of collateralized (b)(4)
guarantess, willing to accept 30 cents an the dollar in March, 1992, therefare the
account: of fI0er eves that they may be RECUIL's ompetition in bidding in thet] —  Juill (06d)
smemymxtsooﬂateralth@tefcremﬂdk&ﬁmmkﬁanﬂm pi of its debt amd 1 a
strip far futire 1 which is adequately secured. _ loould bid all 5(4ts
debt at 30 cents ard not effect RAOIL's situatTom. i )

This terder concept my be the anly oppertunity RECOLL has of recovering the FDIC, as receiver of
the NENE, irvestment in this leen, therefore a bid more aggressive than the proposal (1.e. lower)
rmay be an altermative as a risk free averue of resolving this debt. The accourt officer has no
reascnable basis to even attanpt to estimate what will do, therefare the 29 cents bid i®)(4)
still recommended.

6. Conclusion:
Bain & (o ds a service campany wWhiose primary assets drive home each night.  There s a trados
azmxtofmri;a}ﬂbyrejati%mﬁﬁstabmtyﬂfitsaffmcmpsarditsa@litymmm

(b)(4) | Given that REXUIL's positio is virtually unsecumred the

(b)(©)
(b)(©)

offlmrlsmmn@dngﬂammalasﬁnnastwablealtenamvemmﬁﬁa@w
interest of the IDIC, as receiver as NRNE.

Chligor Name:Bain & Coypany
Brrermt Officer Grop s St By (b)(6)
Signature:
Primted Neme:Brian R. Shelton Frian R. Shelton Jeffrey M. s
Poore rumber: 573~2919 5732519 B73~2655
Mall oode MARCSADCIOD OCLO MAROSA0CTD

Date: WL = _ B OB

Special Assets Comuittee Oversight Camittee
Date: Date:

The undersigned REODIL Legel Division attorney has reviewed this standard transaction package,
including the legal opinion(s) contained herein, which satisfactarily address(es) the issues raised
herein.

Date:

e e
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CREDIT FILE COMENT

Badigraumd

Bain & M., Inc., provides menagement consulting services to the senior managevert
of large diversified caparations on issues of corparate strategy develogment and
policy. The camany is cwned by Bain & Company (a partnership) and by employees

()P

William W. Bain Jr. learned the strategy consulting husiness at Boston Consulting
Groxp, Inc. He rose quickly there, hut in 1973 left atruotly to gpen his own rival

(b)(4) firm with six colleagues ard two major clients: |

(b)(4)| , Bain's firm developed a corparate strategy practice that was
sinilar to Boston Consulting; however, Bain insisted an developing long-term (b)(4)
mlatmnﬁnpsm@chatsv&me%arﬂs&atega&&marﬂ(bﬂsmtwes R
would shepe and implement. ,

Through most. of the 1980's Bain's billings often grew byl  Ja vear. | (b)(4)

(b))

Soor: after the fomders sold their equity, business began to drop off. Majar
(b)(4) clients such as

(b)(4)

(b){4)

W. Mitt Rormey, who joined Bain in 1977, stepped in as managing directar (and later
chief executive) in late 1990 ard led the financial restruchrring intended to get
the fim back on track. The redistribution of cwnership was to provide incentives

(b)(4toaw1x3erarux>ofexemtw€storeh1ﬂdthehsm [ | | (b)(4)

Industry

The maragement, mﬂtugarﬁpnbhcrelaﬂmsservmenﬂustryprwﬁes
mfmmmm*d@@ermsetoavamgtyofc]thsmawrtmctaihasas There are
five main categories: menagement and administration (business and facilities
Wmammmmstratmam) public relations (including

lokbyists) ; managemert consulting (marketing, pe:cscnmlarﬂadnumst:ratne
corsulting) ; econamic and sociological research; ard other oonsulting services.

o



(b)(4)

)

age 9

blank

Receipts for manageament, onsulting and public relations establishments with
payrolls reached an estimated $65.0 billion in 1991, an increase of 6.2% from 1990.
The industry is staffed primarily by such professional and technical persamel as
accauntants, economists, industrial engineers, designers and public relations
specialists. There are spproximetely 65,000 establishrents engaged in this
irdustry.

the past several years. Most: occurred under positive econonic conditions, ut
nmqersaniacqﬁsitiasalsotcdcp]amdmﬁmﬂaemmﬁgdaﬁmof 1990~1991,
when times were harder far consultants than far their clients. Most of the
consolidatiors were prampted by a desire to possess the infanmation-tedmology
skills that are required to adequately satisfy client needs.

mﬁexmsimofﬁnearlym%‘smmlmsadﬁsaiclimtoamstaffin
arder to weather the stam. In the past, cosultants were autside agents; now the
ayphasis is on lang-temm client relationships. Today's gergration of maragers
daMmscgiﬁsdcatedmlys&sofﬁnﬁrprdﬂarsastlasassistmminﬁB
implementation of proposals. Specialized consultants are now more in deverd,
agwiromental concerns.

The top 5 namfzmtmm_f_m;lzﬂhﬁe \—’—lramual_m@_oﬁ,
$11.3 billien) L — {($9.3 billicd (b)(4)
($4.2 billicn) | (52,7 Billon), and (2.0 Billicn) . Bain and
Co. rarks 574 In the marnagament cansulting indosarys

The artlock for 1992 wes that menagement, consulting and public relations services
would grow at a significant pace. Receipts are expected to increase 7.8% to $70
billion. Fwlovment in the industry is farecast to yeach 715,000 ar 7.5% above the

i , |

(b))

(6)(4)
(B)(4)

Historical Operatirng Performance
%EESi Bain & Co., Inc., ramained profitable net profits of (b)(4)

in 1988 in 1989. In 1990, a ret loss incurred, as operating (b)(4)
EXpENSes to increase while reverues fell. Treree in 1989
deteriorated, however, as reverues began to slip and operating expenses climbed.

nFv 1001l |revene decli withd  restruchring charge led to

| Ppersting loss arg loss, The restructuring charge vas

incrred by both darestic ard operations as part of a recapitalization
plan to reduce costs inmprove cash flows & profitability. Ircluded in the

mmfmmmmnmm—l

(b))
(b))

m@moﬁmmmmﬁmﬁﬁaﬁm, charges relating to
mmmlmmﬁitpmmmmmfmmmmm
in comection with the recepitalization.

Tn FY 1992, revenues declined an additions] 'arxi, despid ent's efforts to
mﬂﬁm,tﬁamimmaﬂanmatﬁglm and a ret loss (b)(4)
of
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a0 resiited dn the renesotiabion of

) - As part of the seniar debt restruchuring, lencers seized collateral plus
partrership. The debt was further redired by payments made on behalf of the canpany
kyﬂ'agmnuxsmrehmnforbeﬁqmleasaiﬁmmincfﬁnirpemml
guarantees on the ariginal bark debt. The collateral seizures and payments made on

Frehalf of the company resulted in subvogation claims against the canpany of

(b)) in total.

by the parbrers. Through these contributions, paid in capital became
92. In additicn, the partrership contributed appraxdimately 10,000 shares of the
canpany's oatstanding camon shares to the camarny. The canpary then sold
approximately 6,000 of these shares to Bain Campany Partrers L.P.

The kalarnce sheet abt FYE 3/31/ espensi the recapitalization.
§b2§42%amxtmtioimm ro1 td 2. Although working
b4c:apitalmmiraiadafﬁsit,atmgati there is marked improvement from the

(b)(4) Geficit of |at FYE 1991, primarily an improved cash position.

Chllaterals
b RECOIL has a shared 1st lien on fareign A/R's and on FF & E. REQOLL has a shared
(0)(4) 2rd lien con damestic A/R's subordinate tg et off

(b)(4)Mfoxaig1 A/R's agopregaty problem with this collateral is that: a) you
carnot perfect an interest In foreign A/R's, b) all customers would likely claim
of fsets far disootinued projects and ¢) REXIL would anly berefit from 30% of net
A/R oollections., By way of esanple, lete asame that 50% of cutstanding A/R's do
rot claim off actially pay invoices. REOOLL would only be entitled to 30%

(O)4) of collectians g

(b)(4)%mtpanyrepcrts a cost basis of FF & E. Of that total |1s
(b)(4) 1easehold improvererts conputer ecui that elther
have 1o value (leaschold Improverents) or minimal value ( equipret) . The
@ma}ﬁmhasmmmmmﬁﬁtitispﬁmﬁlyd&aia}ﬁmwﬂs
years old) that would cost more to remove ard transpact than it would kring in an
auxction. If you ining FF & E sold at 100% of its cost kasis RECOLL's
BF - rare would yi are costs to liguidate.
Garantors:

More for RECEL's delbt,

Related Delgh:
Nore, mmmmmtmma'mﬁc@m"m%mmarﬂ
Debt Tranches which oconstitute Bain's senicr debt.

(b))

(b)(4)

(b)(4)

(b)(4)
(b)(4)
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FROOLY, MANAGEMENT CORPORATICN
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Aseet Marketing letter
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BAIN & COMPANY, INC. AND SUBSIDIARIES

INDEX

Executive Summary

Analysis of Company Projection

The Economy ‘s Impact on Revenue

Review of VP Compensation Levels

Summary of ESOP Transactions

Fxhibits {See Attached]
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EXHIBITS

Comparison of Actual vs. Budgeted Results for the Four Months
ended July 1992

Balance Sheet Comparison of Actual vs. Budget as of July 31,
18992

Comparison of Company’s Projection with Alternative Scenarios
twith and without Auction)

Comparison of Projected FY 1883 under Various Alternative
Scenarios

International Revenue Mix

World Revenue Growth 1980 to 1392

S&P 500 vs. North American Revenue Growth - 1882 to 1992
GNP vs. North American Revenue Growth - 1982 to 1932

Financial Times 100 vs. Efuropean Revenue Growth - 1986 to
19892

Employee Age Distribution as of August 1930, 1991 and 1852
Detail of Company’s Projection through FY 2001 without Auction

Deail of Company’s Projection through FY 2001 with Auction at
30 Cents on the Dollar
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BAIN & COMPANY, INC.
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BAIN & COMPANY, INC.
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BAIN & COMPANY, INC.
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R ECOLL MANAMAGEMENT CORPORATION

©)6)

MEMORANDUM
To: Brian Shelton, Asst. Vice President - Loan Recovery
From: William B. Maag, Asst. Vice President - Asset Marketing
Date: August 19, 1882
Re: Discussion of the marketability of the FDIC's interest in

Bain & Company, Inc. bank debt

Per vyour request, Asset Marketing has prepared a market
assessment of the FDIC's interest in the loans advanced toe Bain &
Company, Inc. in an effort to assist you in your effort to
establish the appropriate level at which to tender the FDIC's

interest.

As vou know, there is an established secondary market for
nonperforming bank debt which provides a degree of ligquidity that
is not available on most commercial and industrial loan assets.
Marketability of a loan asset is determined by several factors
including, availability of public information about the company,
the overall size of the loan facility, the number of participants
in the bank group and the terms in the credit agreement governing
assignability. In general, the market for bank debt in a large,
nationally syndicated loan facility with multiple participants,
free access to information and no constraints on assignability is
more liguid than that for a smaller, non-syndicated loan to a
private firm.

Actual loan pricing is determined by a different set of
factors. In general, investors seeking to purchase distressed bank
debt will endeavor to ascertain the enterprise value of the entity
supporting the loan by discounting the entity's operating cash
flows using an appropriate discount rate, This discounted cash flow
analysis provides the investor with an understanding of the firm's
ability to service the debt. In general, investors will arrive at
their bid percentage by dividing the firm's enterprise value by the
total amount of the senior debt outstanding.

The rate used to discount the cash flows is eguivalent to the
investor's weighted average cost of capital (WACC). The WACC is a
combination of the investor's cost of debt and cost of equity
weighted by the percentage of the transaction financed by each. Our
experience suggests that distressed bank debt buyers reguire
returns on equity of between 30% -~ 40% and debt service coverage
ratios of 2.00 or higher. The factors that contribute to the

L
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overall risk profile of an asset include the following:

ol the current financial performance of the company and the
ability of the debtor to generate operating income going
forward:;

(o} the current status of the loan;

ol the creditor's security interest in the event of default

by the borrower;
o’ liguidation value of the collateral; and
o the inherent liquidity of the loan asset.

In our opinion, the marketability of this loan is severely
limited for the feollowing reasons:

(b))

o the FDIC's $30.6 million interest in the
of senior debt outstanding to Bain is a relatively small
facility;

o the bank group is small, consisting of only five
participants;

o Bain 1s a private company so no public information is

available to potential buyers of our interest;

s the c¢redit agreement governing the bank group places
significant restrictions on a participant's right to
assign its interest;

o Bain is currently unable to generate sufficient cash on
an operating basis to service its debt;

o) bazed on current financials the company dis losing
approximately pear on an operating basis; and
o most distressed bank debt buyers base their decisions to

buy using a "going concern' scenario.

Moreover, according to our contacts at aeven
if Bain was generating positive operating cash L low investors would
be wary of committing capital because of the significant risks
associated with investing in a service organization. These risks
pertain to the fact that in service organizations franchise value
depends upon the knowledye and expertise of the pecple who work
there. Since Bain's employees are not contractually bound, they
could Jjust as easgily leave the company at the first sign of
trouble; taking Bain's value as a franchise with them. Therefore,
to the typical secondary market buyer, Bain has no value as a going
concern, (see Exhibit A)

(b)(4)
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However, Bain may have limited wvalue under a liguidation
gscenario. According to the credit agreement our portion of the
senior debt is partially secured by foreign accounts receivable and
the fixed assets of the company, both of which we share on a pro-
rata basis with the rest of the bank group. Our analysis shows that
the present value of our portion of the secured claim against
Bain's assets represents aboud of the current legal principal

cutstanding. {see Exhibit B)

Therefore, it is our determination that the highest price the
secondary market would be willing to pay RECOLL for the FDIC's
interest in Bain is approximately 8% - 12% of the current legal
principal outstanding. If you have any further guestions regarding
this analysis or if I can be of any more help please do not
hesitate to call me. I can be reached at X32308. Thank you.

il J. K. Greenland
W. Hill

I:\public\wpSliamgi\bainltr
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(b)(4) Exhibit A
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Exhibit B
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EXHIBIT E
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RECOLL Management Corporaion
One Washkington Mall
3rd Floor
Boston, Massachusetts 02108

Non-Real Estate Appraisal Department

TO: Brian Shelton
MABOS4L0CLO
FROM: Rohert Cormier

Senior Non-Real Estate Valuation Reviewer
Non-Real Estate Appraisal Dept.

Obligor Name @;\’,i,( A (n?}
DATE: September 29, 1932 mmmr%f%KQj%Jﬂ¢;§ﬁ;\
) . Obligationst _fh {_ o
Subject: Bain & Company, Inc. Sectionf Tan, C.
Appraisal Request Officer) Ext P CL 2 5] 9

On September 23, 1992 you provided me with a listing of Furniture,
Eguipment, Software, Computers, Art, Decorations, and Leasehold
Improvements that were originally acqulred over a period of 10
vears by Bain & Company. The total acquired cost of these itenms was
approximately $20.9 million.

Baszed on this listing, you reguested that *the Non-Real Estate
Appraisal Department engage two appralsal firms to perform "desk
top" appraisals. Desk top appraisals in this particular case was
recommended as the most practical approach considering the high
number of items involved, +the diversity of assets, and the fact
that the equipment is located throughout several cities including,
Boston, San Francisco, Dallas, Chicago, Moscow, and Toronto.

The purpose of this nemorandum is to advise you that we have
reviewed the equlpmenu listing and have discussed the approach with
several appralsers and have concluded that while the approach of a
vdesk top" is conceptually feasible, the information provided is
inadeguate to facilitate this process.

The eguipment listing appears to be a company prepared general
ledger report for depreciation purposes. While the description of
the specific assets are adeguate for referencing purposes, they are
not descriptive enough for appraisal purposes. For example, asset
#£70 describes "HP LASERJE" with an acguired value of $102,296. This
type of information has little value to an appraiser. It i1s unclear
if the cost of $102,296 is for one or several laser jet printers;
most likely several machines were purchased for a total cost of
$102 269. Since a physmcal inspection of the items is not practical
in thls case, the appraisers will be unable to conduct a desk top
analysis based on the information provided. At best, we would need
a full description of each item, model numbers, serzal numbers in
some cases, name of manufacturers, date of acguisition, and
original cost in order to perform a desk top analysis.

—772-
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I recommend that vou re~assess the need and purpose of this
appraisal considering the complexities associated with this project
and, that you resubmit a new listing with the information
identified above. For the present time I will put this appraisal
request "on hold" pending receipt of new information. Please
advise.

—13—
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