Case Studies for
Corporate Finance

From A (Anheuser) to Z (Zyps)

Volume 1: Case Studies

Harold Bierman Jr

Cornell University

\\:s World Scientific

NEW JERSEY - LONDON - SINGAPORE . BEIJING . SHANGHAI . HONG KONG . TAIPEl - CHENNAI . TOKYO



Contents

About the Author

Acknowledgment

Section 1: Capital Structure

Pilgrim’s Pride (2003)
Intel (1999)

Marriott’s Spin-off (1992)
Host Marriott (1998)

Section 2: Excessive Use of Debt
Long-Term Capital Management (LTCM) (1998)
Section 3: Dividend Policy — Share Repurchase

Salomon Share Repurchase (1997)

Microsoft (2003-2004)

Berkshire Hathaway, Inc.

Florida Power & Light Company (FPL) (1994)
DIRECTYV (2011)

Apple (2014)

Section 4: Restructuring

“Chain Saw” AL and Sunbeam (1995-1998)
GE (2007)

Sun Company, Inc. (1995)

AutoNation (2006)

Kerr-McGee and Icahn (2005)

GE (2014)

Pfizer-Zoetis (2013)

vil

x1

xiii

11
27
47
49

65
67
71

&3
83
99
99
106
125

127

129
131
133
148
159
203
203



viii  Contents

Section 5: Mergers: Raids: Use of Debt

Hoffman-Sterling—Kodak (1986)

OCF (1986)

Bendix—~Marietta—Allied (1982)

E-II Holdings Inc. (1987)

LBO of RJR Nabisco (1988)

RJR Nabisco (1993)

RIR-KKR-Borden (1994)
Hilton-ITT-Starwood (1997)
Anheuser-Busch-InBev (2008)

Merck and Schering-Plough (2009)

The Acquisition of Gillette by P&G (2005)
P&G and the Gillette Company (2005)

Section 6: Use of Exotics

Time Warner (1989-1991)

Income Deposit Security (IDS) (2004)

ZYPS (1999) Bank Austria

The Walt Disney Company (SPN) (1995)
Media One Group (1998)

Computer Associates: A Synthetic Convertible

Section 7: Leveraged Buyouts

Phillips Petroleum, Mesa and Icahn (1985)

Marietta Corporation (1994-1996)

The Managerial Buyout of United States Can Company (2000)
Metromedia (1984)

Hertz (2006)

Section 8: Non-Conventional Corporations

Fortress Investment Group (2007)
The Blackstone Group
TIFD vs. USA (Nov. 2004) GECC

Section 9: Buy vs. Lease

DIMAR Company: A lease or buy case (2006)
Sale-Lease of 399 Park Avenue (2002)

233

235
243
261
268
273
278
313
348
352
359
376
376

395

399
423
424
440
462
481

483

489
495
511
535
574

579

581
603
650

655

666
667



Contents  1x

Section 10: An International Element 669
Guangdong International Trust (1993) 677
Marlin Water Trust (1998) 683
Sanofi-Synthelabo and Aventis (2004) 702
SAFRA Republic: Debenture (1997) 707
Shinsei Bank (Japan 2000-2004) 726

Index 727



Case Studies for
Corporate Finance

From A (Anheuser) to Z (Zyps)

Volume 2: Solutions

Harold Bierman Jr

Cornell University

\\:e World Scientific

NEW JERSEY . LONDON . SINGAPORE - BEIJING - SHANGHAI . HONG KONG - TAIPEI - CHENNAI - TOKYQ



Contents

About the Author

Acknowledgment

Section 1: Capital Structure

Pilgrim’s Pride (2003)
Intel (1999)

Marriott’s Spin-Off (1992)
Host Marriott (1998)

Section 2: Excessive Use of Debt
LTCM: The Canary in the Mine (1998)
Section 3: Dividend Policy — Share Repurchase

Salomon: Share Repurchase (1997)
Microsoft (2003)

Berkshire Hathaway, Inc.

Florida Power & Light Company (1994)
DIRECTV (2011)

Section 4: Restructuring

“Chain Saw” AL and Sunbeam (1995-1998)
GE (2007)

Sun Company, Inc. (1995)

AutoNation (2006)

Kerr-McGee and Icahn (2005)

Pfizer-Zoetis (2013)

X

X1

AN R W e

11
13
17

19
20
21
23
26

29

31
33
34
36
37
39



vi Contents

Section 5: Mergers: Raids: Use of Debt 41
Hoftman-Sterling—Kodak (1986) 43
OCF (1986) 46
Bendix—Marietta—Allied (1982) 52
EII (1984-1988) 55
LBO of RJR Nabisco (1988) 59
RJR Nabisco (1993) 60
RIJIR-KKR-Borden (1994) 61
Hilton-ITT-Starwood (1997) 65
Anheuser-Busch—InBev (2008) 70
Merck and Schering-Plough (2009) 72
P&G and the Gillette Company (2005) 75
P&G Acquisition of Gillette (2005) 75
Section 6: Use of Exotics 77
Time-Warner (1989-1991) 79
Income Deposit Security (IDS) (2004) 79
The ZYPS of Bank of Austria (1992) 79
The Walt Disney Company (SPN) (1995) 80
Media One Pies (1998) 80
Computer Associates: A Synthetic Convertible 80
Section 7: Leveraged Buyouts 101
Phillips Petroleum, Mesa and Ichan (1985) 103
Marietta Corporation (1994-1996) 113
The Managerial Buyout of United States Can Company (2000) 117
Metromedia (1984) 119
Hertz (2006) 125
Section 8: Non-Conventional Corporations 127
Fortress Investment Group (2007) 129
The Blackstone Group 132
TIFD vs. USA (Nov. 2004) GECC 134
MSS, GE vs. USA (2004) 136
Section 9: Buy vs. Lease 139
Dimar Company: A Lease or Buy Case (2006) 141

Sale-Lease of 399 Park Avenue (2002) 143



Contents  vii

Section 10: An International Element 149
Guangdong International Trust (1993) 151
Marlin Water Trust (1998) 151
Sanofi-Synthelabo and Aventis (2004) 152
SAFRA Republic: Debenture (1997) 152
Shinsei Bank (Japan 2000-2004) 153

Zero Coupon Convertible Bond (2000): Mitsubishi 154



