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Introducing Wiley Investment Classics
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John Rothchild
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Preface

Risk Arbitrage was originally the subject of the author’s MBA Thesis at the Graduate School of Business Administration New York University in June, 1969. It was re-edited and published in The Bulletin of the Institute of Finance in May, 1971. It was republished by Salomon Brothers Center for the Study of Financial Institutions at the Graduate School of Business Administration New York University in 1982.

This updated version of Risk Arbitrage follows the development of the arbitrage community from the 1970s to the present time. A new chapter—“Active Arbitrage”—has been added to reflect the incipient melding of arbitrage and activism as a new art form.

The point of view of this work and its content reflects the author’s practical experience as an arbitrageur/shareholder activist.

The author wishes to acknowledge the valuable assistance of the following people: his father, Eugene Wyser-Pratte, whose many years of arbitrage experience find their trace herein. He would also like to acknowledge the invaluable contribution of his two  colleagues, Michael Kelly and Scott Principi who assisted in updating Risk Arbitrage to its present form. He also received valuable assistance from the administrative staff of Wyser-Pratte and Company in completing the work.




Chapter 1

Introduction




Derivation of Risk Arbitrage 

The simple definition of “arbitrage”—buying an article in one market and selling it in another—has undergone considerable refinement over the decades. Arbitrage had its origin in the late Medieval period when Venetian merchants traded interchangeable currencies in order to profit from price differentials. This “classic” arbitrage, as it was and continues to be carried on, is a practically riskless venture in that the profit, or spread, is assured by the convertibility of the instruments involved.

Communications, rudimentary as they were, assumed strategic importance on the European financial scene. The notable London merchant bank of Rothschild, as the story goes, staged an unprecedented “coup de bourse” by use of carrier pigeons to receive advance notice of Wellington’s victory at Waterloo. Upon learning the news, Rothschild began, with much ado, selling various  securities, particularly British Government Bonds, on the London Stock Exchange. This was naturally interpreted as a Wellington defeat, thereby precipitating a panicky selling wave. The astute—and informed—Rothschild then began quietly purchasing, through stooges, all the Government Bonds that were for sale. When an earthbound messenger finally brought the news of an allied victory, Rothschild had a handsome profit.

As identical securities began to be traded on the different European exchanges, and as communications evolved from the pigeon to the wireless, simultaneous transactions in securities arbitrage gave way to “tendency” arbitrage. Thus, if for example one had good wire communications with London and Paris, where an identical security was being traded, one would try to detect a general market tendency in both markets. Should there prove to be sellers in London and buyers in Paris, an arbitrageur would sell into the buying in Paris, and try to cover his short position somewhat later when the selling tendency bottomed out in London; or vice versa. In any event, improved market liquidity and more advanced communications were providing the opportunity for “tendency” as well as “simultaneous” transactions.1

Riskless arbitrage found its way into the American securities market by way of instruments that are convertible into common stock (i.e., convertible bonds and convertible preferred stocks, rights, and warrants). This kind of arbitrage, according to Morgan Evans, “. . . is not a wild scramble of buying X common in New York, then selling it in San Francisco in a matter of moments, like the international arbitrageur who buys Shell Trading in Amsterdam and sells it in New York. Instead it is chiefly concerned with the buying of a security at one price and the selling of its equivalent (security) at a higher price, usually in the same market. . . . Convertibility of exchangeability lies solely in one direction. In this respect it differs from . . . two-way convertibility or exchangeability, which is associated with the foreign exchange markets.”2

There were two distinct developments in the 1930s that had a profound influence on the evolution of arbitrage in the United States. First, many railroads in the late thirties were coming out  of bankruptcy. In order to remove their heavy debt burdens and improve their capital structures, many of them were reorganized, (i.e., recapitalized). These reorganization plans, which had to be approved by the various classes of security holders, often required the issuance of new securities to be exchanged for the old debt and preferred issues. Arbitrageurs, finding that they could sell such new securities on a “when-issued” basis, would buy the shares being recapitalized at prices lower than, or below the parity of, these “when-issued” securities. These price discrepancies, or spreads, were available because of the inherent risk that the reorganization plan might not be consummated, thereby precluding the requisite one-way convertibility. The arbitrageur was able to take advantage of the spread and willing to incur the risk. Arbitrage was now moving, in fact, from riskless to risk operations.

The second and equally important development in this period was the 1935 Public Utility Holding Company Act, requiring many public utilities to divest themselves of their holdings of subsidiaries. As the parent companies formulated divestiture plans, “when-issued” markets developed not only in the shares of their subsidiaries, but also in the stock of the parent ex-distributions. Arbitrage was thus possible when the sum of the prices of these “when-issued” securities (i.e., the sum of the parts) was greater than the market price of the parent company (the whole) cum-distributions.

“The profits realized from these recapitalizations and reorganizations led the arbitrageur ultimately to exploit the stock price differentials, or spreads, available in mergers, liquidations, and tender offers.”3 The spreads were, however, only turned into profit when the necessary one-way convertibility of the riskless arbitrage became a legal fact through consummation.

The expansion of risk arbitrage on Wall Street is directly attributable to the great corporate merger wave of the 1960s when a surging supply of selling candidates was matched by an equally impressive list of buyers. The new notion of “synergy,” that one plus one equals three, gained acceptability; inflated stock prices provided cheap financing in an ever-tightening money market; accounting  for acquisitions on a “pooling of interests” basis permitted seductive proforma earnings calculations for acquisition-minded companies; and most important, a variety of tax savings was intensively exploited via a variety of security-exchange packages.

While this 1960s merger wave enabled the arbitrageur to develop expertise in the realm of risk arbitrage, the trade itself continued to generate new types of situations where the professional could apply a sharp pencil. In addition to mergers and recapitalizations, then, risk arbitrage, came to encompass stock tender offers, cash tender bids, stub situations, and spinoffs. As the number of synergistic mergers declines in weak securities and tight monetary markets, liquidity or necessitous mergers and un-merging activities are providing work for the enlarged arbitrage community.




The Arbitrage Community 

“The big money makers of Wall Street often mask their expertise in mystery, and among them the most mysterious is a cliquish band of specialists known as arbitrageurs. On the Street, they are a peculiar group apart, noted for their ability to spot instantly tiny profits that can be jockeyed into big ones. ‘It would take me an hour of paperwork to see that profit,’ says one member of the New York Stock Exchange, ‘and in that hour the chance would be gone.’ Says another: ‘I think of them as vague shadows with European backgrounds. I don’t even know who they are.’”4 Arbitrageurs love it that way.

The financial press has increasingly tried to explore the activities of the risk arbitrageurs over the past few years, yet has been unable to delve with any depth into their operations. Many arbitrageurs have been approached, but have been generally unhelpful, though congenial. “Arbitrageurs tend to keep their operations to themselves. ‘Frankly, I’d prefer the average person didn’t know how to accomplish arbitrage,’ says one. ‘Therefore, the less I say about it, the better.’”5 Even Morgan Evans, whose Arbitrage In Domestic Securities In The United States surpasses anything yet published  on the subjects of both riskless and risk arbitrage, falls short in explaining the modus operandi of these professionals.

The Arbitrage Community, then, consists of a dozen-plus Wall Street firms, who commit house capital as one of their primary functions, in the various forms of arbitrage. The list includes such outstanding firms as Lehman Brothers-Kuhn Loeb, Goldman Sachs, L.F. Rothschild, Morgan Stanley, and Salomon Brothers.

Many of the arbitrage firms will engage the capital of foreign banks in risk arbitrage situations. Most are reluctant to do so for domestic clients, as the latter are thought to be somewhat less discreet than their European counterparts. Some, in order to avoid conflicts of interest, will avoid arbitrage for client accounts altogether.

The Community is extremely cliquish. Each member of the club has his own particular set of friends within the Community with whom he will freely exchange ideas and information, often via direct private wires. Sometimes good friends will even work on a joint account for a particular deal. But to all others, both within and without the Community, the member will turn a cold shoulder.

Many Wall Street firms and many private investors have tried, at one time or another, to participate in risk arbitrage activity. Having neither (a) schooling or experience in the finer points of the trade, (b) the requisite expert staffs, or (c) membership in the Community, they tend to fall by the wayside. The cancellation of a few proposed mergers always singles out the amateurs and sends them scurrying back to the good old-fashioned business of investing in securities.

Any proper discussion of the Wall Street arbitrage community’s changing dynamics over recent decades would be incomplete without some consideration of the context in which these professional traders were operating. For it has always been the talent of the skilled arbitrageur to distill from a complex and ever-changing marketplace, those opportunities that others fail to capture. As the most popular, or, as some might say, “notorious” community of arbs operated primarily in the field of mergers and acquisitions, a brief synopsis of the developments of the structure of the M&A business is essential for any student in assessing the challenges that confronted arbs as they adapted and thrived in the growing world of  risk arbitrage. The mergers and acquisitions business as it existed in the late 1960s may seem like a foreign landscape to today’s student of Wall Street practices. While each passing decade has brought new developments in the structure and pace of the deal market, the 1970s and 1980s were particularly formative years in laying the groundwork for the modern deal structure. Indeed, few developments in recent years match the pace of innovation seen during this critical period. The arbitrageur who ventured into these markets needed to be both agile and somewhat innovative in his own right. With the public face of the arbitrageurs, as well as the banker, and other participants, in the deal community becoming clearer, their activities gained a notoriety not seen before on Wall Street. The takeover battles of the 1970s assumed a “spectator sport” appeal to the rest of the financial and business community. Amid the growing deal frenzy, arbitrageurs grappled with an ever-changing terrain, formed by the ebb and flow of the economic, political, financial, and legislative conditions that were all refocused during this profound reshaping of corporate America.




A Changing Community from the 1970s to 2000 


1970s 

The 1970s saw the initial deal wave of the late sixties gather considerable momentum and, in the process, broaden the variety and the style of acquisition structure available to the corporate buyer. With mixed reactions from within the community, it also introduced the arbitrageur to the public. As could be expected, attention begets even greater attention and by the end of the decade the arbitrageur might be said to be swimming in a sea of deals . . . and arbitrageurs!

The 1970s could best be characterized as the years that propelled the M&A business toward increasingly novel and flexible deal structures. The unfolding techniques were more aggressive, the press more inquisitive, and the once congenial club of arbitrageurs  who plied their expertise out of only a handful of firms found themselves in a market crowded by newer players.

One of the more significant developments, foreshadowed by the 1969 hostile takeover bid for BF Goodrich by Northwest Industries, was the first truly large-scale hostile cash tender offer. Launched in 1974 by Inco for ESB Corporation, the offer was significant not only for this new currency of the hostile offer, but also for what it represented: a bold new dimension in the world of deal making. The significance to the arb community was in the additional arrow it placed in the quiver of the would-be corporate buyer and, of course, the modification of the risk/reward considerations for those who assumed positions in such deals. Any expansion in the options available to bidder corporations expands in equal measure the profitable opportunities for the arbitrageur. In taking an offer directly to the shareholders, the debate over the appropriate balance between a board’s fiduciary obligations, and shareholder’s rights, began inching toward center stage—a position it would firmly occupy decades later. As “shareholder-friendly” generally equated to “arb-friendly,” the new hostile tenders were, of course, greeted with open arms.

The decade was not finished with innovation, however, and the next change to come would involve the allocation of payment that the arbitrageur received. Typically, a tender offer for control is followed by a squeeze-out merger to bring the bidder to 100 percent control. Conventional expectations at this time were that an owner of stock acquired in a deal, whether hostile or friendly, would receive equal monetary consideration on both the front and back ends. The value of cash or non-cash consideration paid in the first stage tender offer would equal the consideration on the back end. The first significant departure from this assumption took place in the takeover fight for Pullman between McDermott and Wheelabrator Frye. McDermott offered a package that featured cash on the front end, with back-end securities that were markedly lower in value than the front. Ultimately, Pullman was acquired by Wheelabrator in a white knight rescue, but the “two-tiered” offer had arrived. It altered some of the financial constraints normally  associated with the structure and financing of a bid, adding to the deal frenzy by allowing for more creatively structured deals and a reduced reliance on cash in a hostile approach.

The arbitrage community, while enjoying the increase in deal volume, was less excited by the new entrants it attracted to the business. The arb’s return on investment is a direct function of the demand for that particular spread. With five or six arbs willing to trade a deal for no less than a 25 percent annualized return, the arrival of a new player who is willing to accept 20 percent compresses the profit available to the others. The new player will bid up the target’s price while selling down the acquirer’s price, leaving those who require a higher return outside or “away” from the market. This new crowding of the arb market can best be described in the words of the arbs themselves during this period as printed in a story run by Barron’s.

“By the seventies . . . the arbitrage community was having difficulty hiding its role in the mounting volume of corporate takeovers. In 1975, Ivan Boesky, lawyer, accountant, and securities analyst, established what probably was the first large limited partnership specializing in risk arbitrage. Boesky, to attract capital and much to the disgust of the rest of the community, stomped all over the unwritten rule proscribing publicity. “Boesky was the first of the queens to come out of the closet,” says Alan Slifka, a partner in L.F. Rothschild Unterberg Towbin’s arbitrage division. In 1977, Boesky was spread across two pages of Fortune, wreathed in smiles over the $30 million he and a handful of other arbitrageurs had picked up in the takeover of Babcock & Wilcox by United Technologies. The jig was up!

Money poured into risk arbitrage. Merrill Lynch and Morgan Stanley quickly set up arbitrage departments. Many experienced arbitrageurs formed their own limited partnerships, and a whole slate of smaller firms joined the act.

With quality firms selling for bargain-basement multiples, it had become cheaper for a company to acquire another than to make a capital investment itself. But the flat equity markets also meant that takeover stocks became “the only game in town”—a game  in which hungry registered representatives were eager to interest equity-shy clients. At least two large brokerages, Oppenheimer & Co. and Bear Stearns, launched an organized assault publishing research for retail and institutional clients. No figures are available, but the guesstimate is that as much as half the arbitrage activity in some deals was “non-professional.”

“A shakeout is the best thing that could happen in this business,” says John Monk, an arbitrageur at Cohn, Delaire and Kaufman. Chief among Monk’s beefs is the narrowed spreads brought about by too many players jockeying for a piece of the same action. “The single greatest complaint I hear these days is the spreads,” Monk says. “A few years ago, if $25 was bid for a company, you might see it open up at $19 or $20. Everybody was reasonable. Today, spreads are nothing.”

Disorderly markets are another problem. “There are 33,000 registered reps out there,” continues Monk, “and they can cause severe dislocation in the market. The non-professionals tend to get out at the first sign of trouble, dumping all their stock back into the market.”

Complains Steve Hahn of Easton & Co.: “There never used to be any problem of getting as much stock as you wanted. Now I find sometimes I’ll go after 5,000 shares of something and only be able to get, say, 3,000.” But arbitrageurs used to dealing in blocks ten or a hundred times larger scoff at such squawks. Their sanguine philosophy is that “when the going gets tough, the tough get going.” Says one whose firm is believed to put some $100 million at the disposal of its arbitrage department: “Markets have a magnificent way of correcting themselves. For example, if you take a situation like we saw with Marathon, where the stock was quickly run up to $90 after the Mobil bid of $85, you’ll find that most of that was non-professional or inexperienced money. Not till the stock came down again to the low eighties did you find the arb money coming in a significant way.”

Certainly, the year was trying for professionals and non-professionals alike. Stratospheric interest rates dampened most investment sectors. High rates cut two ways in arbitrage. On the one  hand, the carrying costs must be factored into the spreads on any given deal, although one arbitrageur declares: “If the difference between 15 percent and 20 percent interest rates is the deciding factor in whether you do a deal, you probably shouldn’t be even considering it in the first place.”

It is the author’s contention that the private as well as the institutional investor should be more conversant with risk arbitrage, for it often appears as though one-half of the list on the New York Stock Exchange would like to swallow the other half. Thus, stocks involved in mergers and other forms of risk arbitrage will often perform in accordance with other than their fundamental or technical characteristics. In addition, the average investor should know how to evaluate a particular package of securities offered in exchange for those securities that he is holding. The answers to some of these problems will enable the investor to make an important investment decision: whether to hold his position in the security, or dispose of it. It is thus the author’s intention to explain and describe these market reactions by discussing the various activities in which the arbitrageur gets involved.

Whereas in the first edition of Risk Arbitrage there was extensive coverage of merger arbitrage reflecting the emphasis of the 1960s, cash tender offers became much more important in the 1970s and 1980s and are given greater coverage in later sections. Indeed, cash tenders became the favorite vehicle for effecting what were called “Saturday Night Specials,” or hostile tender offers. It will be shown in the examples that follow that participation in these cash tender offers was far more profitable for the arbitrage community than participation in mergers, in that the former usually forced the target brides to seek competitive bids.


1980s 

The eighties brought the arbitrage business to new heights on the back of the largest takeover boom to date. Propelling the expansion in deals was the introduction of high-yield-bond or “junk” financing for hostile takeovers. The concept of purchasing  a corporation using its own assets as the collateral had been long pondered but not put to significant use with public companies. This decade brought such action and did so on a scale never before imagined. The prowess of Michael Milken’s junk bond desk at Drexel Burnham Lambert was such that, at times, it seemed that no deal was too big or too bold to be launched. The unbridled success, or some may say, excess of Drexel financing and those who profited from it would ultimately end in the indictment of arbitrageur Ivan Boesky, and later Milken, in a widespread insider trading scandal. Alongside these developments came the beginnings of the collapse of the junk bond market and Drexel itself. But not before this financing machine and the man who ran it left an indelible mark on both M&A and the arbitrage business.

What Milken created was a market for corporate raider debt obligations. Milken’s new debt instruments stood on their own, requiring no convertibility to equity. They allowed the corporate raider to, among other things, finance a bid entirely in cash and work around the Mill’s Bill, which had disallowed the deduction of interest on takeover debt linked to equity. A raider needed only a “highly confident” letter from Drexel that it could raise the necessary financing and it could be assured that its intentions would be taken seriously by the Street and a target’s board.

The eighties also brought an increase in the frequency of “white knight” rescues. Among some notable examples were DuPont’s 1981 winning bid for Conoco following an initial bid from Seagrams and Occidental Petroleum’s 1982 rescue of Cities Service from T. Boone Pickens’ Mesa Petroleum. That year also brought a new term to the deal lexicon: PacMan defense—used to describe a defensive tactic where the target of a hostile offer bids for its suitor. Bendix found itself the victim of such a defense by Martin-Marietta after it had launched its own hostile bid for the latter. In the end, Bendix was acquired in a white knight rescue by Allied Corporation. All of these situations meant one thing for the arbitrageur: opportunity. The frequency of bidding wars was obviously a boon to the community. As the decade progressed both the risk arbitrage and M&A businesses would be shaped by the  opposing forces of the Drexel money machine and, on the legislative side, the counterweight of antitakeover legislation.

One of the more onerous developments of the 1980s was the widespread adoption of the “poison pill” takeover defense. In upholding the pill, the Delaware Superior Court essentially sanctioned a device that would for years impair the rights of shareholders to receive a fair price from a suitor deemed unfriendly by a sitting management. The obvious conflict between this new antitakeover defense and the basic rights of shareholders was, and is to this day, inexplicably lost on the Delaware courts. Adopted by a simple board resolution, the poison pill had the effect of a charter amendment without shareholder approval. The basic concept behind a poison pill was to dilute the voting power of a hostile shareholder by disallowing its shareholder’s equal participation in a discount stock issue that would be triggered by the raider crossing a stated percentage shareholding threshold. In the 1985 case of Moran vs. Household International the Delaware Supreme Court rejected a request by Moran to strike down Household’s poison pill. This historic decision solidified the presence of an antidemocratic takeover device that, regrettably, continues to undermine shareholder rights.

The stock market crash of 1987 was the defining event of the decade and brought the first major macroeconomic shock to the arb community. Since, at the time, most of the high-profile announced deals were for cash consideration, the arbitrageur lacked the short side which, when moving in tandem with the long, insulates a position from day-to-day market movements. Spreads widened so sharply on that historic day that the entire arb community suffered significant losses. The question in the immediate aftermath of the crash was: What’s next? Opinions varied on the future of the risk arbitrage business as the financing of mergers and acquisitions business itself hinges on investors’ appetite for risk. Some firms elected to close their arbitrage operations entirely, while others, seeing a quick end to what they believed was simply an index arbitrage melt-down, elected to extend additional credit lines to their arb desks. The idea was to capitalize on the drastically oversold market conditions and mispriced spreads brought on by the panic selling. Those  firms that withstood the panic profited handsomely, as the market stabilized under the watchful eye of the Federal Reserve, spreads narrowed, and the naysayers were proven wrong. Only one year late in fact, KKR, armed with Drexel’s war chest, won a bidding war and acquired RJR for $25 billion in the largest LBO to date.

A two-year respite from the 1987 turmoil was shattered in 1989 with the catastrophic collapse of the $300-per-share, union-led buyout of UAL. If the 1987 crash was the seminal event of the decade for the larger financial community, the UAL deal collapse was its counterpart to the arbitrageurs. Referred to in gallows humor as “United Arbitrage Liquidation” the UAL deal made tragically clear the meaning of “risk” in the risk arbitrage game. The one-day plunge in UAL’s share price and the collateral damage from arb desks dumping positions to raise capital for margin calls sent the DJIA down a then-significant 190 points. UAL was a shining example of one of the many perils of an overheated market: the phenomenon of confidence overtaking caution, a time-tested recipe for disaster. With the benefit of hindsight, many an arb looked longingly at the prices of the out-of-the-money put options on UAL common stock just prior to the collapse. A simple married put strategy would have insulated every arb from the damage to their long positions. Instead, some arbs found themselves setting up their own shops as their benefactors shied away from the risk arb business entirely. The UAL deal, while a calamity in its own right, was also a symptom of a larger problem. The overleveraging and general excess that had for the better part of the decade consumed Wall Street was finally coming home to roost.

The decade that had brought so much innovation to the arbitrage community and M&A business, as well as to corporate America, was ending on a decidedly sour note. Suspicions that the junk bond market was beginning to live up to its name were exerting enormous pressure on Drexel’s ability to sell new debt. The firm was suddenly rudderless without the presence of Michael Milken, who in 1988 had been indicted on 98 counts of fraud and racketeering. Drexel itself was busy fending off its own indictment from then New York Attorney General Rudy Giuliani, and  the earlier insider-trading scandals involving Ivan Boesky, Dennis Levine, and John Mulheren had begun to shape a somewhat villainous image of the arbitrageur. The predictions at the time were dire. Risk arbitrage itself appeared to be imperiled by the tribulations of its host, the M&A business and, with a slowing economy raising fears of a recession, lighthearted Wall Street discussions of bidding wars gave way to more somber discussions of defaults and bankruptcies.


1990s 

The early part of the next decade was a quiet period for the risk arbitrage business. The country was experiencing its first recession since 1982 and the job cuts and retrenchment within corporate America had all but extinguished the heady feel of the “go-go” eighties. Drexel Burnham in 1990 officially ended its reign as the premiere bond house on Wall Street when a series of credit rating downgrades forced it from the commercial paper market and into bankruptcy proceedings. The speed with which the junk bond powerhouse had risen to prominence and then vanished was stunning. The rest of corporate America was coping with the debt hangover of the eighties and the junk bond market, which once dominated conversation on Wall Street, was in ruins.

With the absence of an active deal market, spreads on announced deals suffered. The thinning of the arbitrage community had been more than offset by the scarcity of deals. This left the remaining arbs chasing few opportunities and doing so for lower returns. What followed was a movement by some firms into distressed arbitrage. In an attempt to capitalize on the rash of defaults and bankruptcies, some arbitrage departments turned their attention to valuing the outstanding debt of those companies that were facing restructuring. The idea was to then position their firm’s capital in the debt of those companies in the hope of recovering a larger payout than a panicky bond market was anticipating. While this business was popular with some in the community, many arbs  stood their ground, concerned by the lack of liquidity in some of the debt issues, and viewing the heavy component of bankruptcy law as well as the new structure of analysis as an imprudent stretch from their classical training. As the economy recovered, the risk arb business was again given life by the new catch phrases of corporate America: scale and global positioning. Corporations were finding that the needs for scale within industries and indeed across continents were again pushing them toward the consolidation game.

After the drought the arbs were ready. The mid and late nineties saw a wave of consolidation amid a tech boom that transformed the productivity of corporations on a scale not seen since the industrial revolution. It appeared that American CEOs had concluded that it was simply easier to purchase market share than to grow it organically, and they had at their disposal the perfect currency: their own stock. The rise in equity prices throughout the nineties was the same boon to stock deals as the availability of junk bond financing was to the cash deals of the eighties. As in most economic rebounds, CEOs were finding that out of the wreckage of recession they and their competitors were emerging with leaner balance sheets and attractive stock valuations. The newly expanding economy provided the impetus to adjust to a more aggressive growth focus and the deal machine was once again in high gear.

One of the notable developments of the decade involved the resilience of the poison pill and its ability to shelter boards using the “just say no” defense. The development was the increasing objection to the device by shareholders. The targets of two closely followed hostile deals faced a new element . . . organized shareholder resistance. In 1995 Moore Corp launched a hostile offer for Wallace Computer. Wallace adopted the standard “just say no” defense and relied on its poison pill for protection. Moore Corp petitioned the Delaware Federal court to strike down Wallace’s antitakeover defenses, namely the pill. Moore withdrew its offer after its petition failed and the pill was upheld, but not before Wallace found itself the target of a shareholder proposal to amend the company’s bylaws so that its takeover defenses would terminate  90 days after a qualified offer had been received by the company. This event was one step in what became a turning point in the attitudes of shareholders toward recalcitrant boards. The “just say no” defense was now being reconsidered as an acceptable measure. What had been sanctioned by the Delaware courts was now coming under fire by popular revolt. The issue was again in focus in 1997 when the board of Pennzoil rejected a cash and stock offer from UPR. While the board consistently argued that the offer was too low, the real impediment was the company’s poison pill and the prospect of costly litigation that it promised. After failing to bring Pennzoil’s board to the negotiating table, UPR did in fact withdraw its offer, citing a deterioration in the value of Pennzoil’s assets. To the arb it appeared more likely that the poison pill was the real culprit. While victorious in the end, Pennzoil, too, found itself the target of a shareholder revolt in the form of a proposal to elect a dissident director to the board and a demand for sweeping changes to the company’s governance of change of control situations. It was becoming clear that by the late nineties, shareholders were no longer willing to accept a board’s refusal to allow them to judge the fairness of an offer. Shareholders wanted their say as owners and their relationship to a board of directors was changing forever.

The arbitrage business continued to feel the influx of new players as it was being seen by increasing numbers of people as an attractive use of capital. The compression of spreads continued but by the late nineties the proliferation of derivatives was bringing pressure from a new direction. Spreads were being compressed not only by the volume of players but also by the margin that they employed. Arbitrage positions were now being taken by way of simple collateral deposits on derivative contracts, rather than through the actual purchase of common stock. The result was an amount of leverage that allowed arbs who were using these methods to profitably play spreads that appeared too thin for a profitable return. This action further squeezed the profit that was available by playing the deals through the common stock and began to raise the issue of whether the “risk” in risk arbitrage was being mis-priced. 


2000 

The current decade began in a manner reminiscent of some of the difficulties faced in the early nineties. In this instance, the aftermath of a speculative boom in Internet and technology stocks that had distorted both the traditional risk/reward expectations of investors, as well as the historical price to earnings multiples of entire sectors of the market, had utterly poisoned market sentiment. It was a period marked by the brutal and seemingly endless destruction of wealth that had been created in the dotcom boom of the late nineties. A new distrust of corporate management, sown by the accounting scandals at Enron and Worldcom, as well as by the complete collapse of the Internet stocks, was now deeply rooted in both Wall and Main streets. CEOs were now being required, for the first time, to certify their company’s financial reports in writing. The performance of the equity markets reflected a nation of investors disenchanted by corporate malfeasance. The revelations were beginning to make the explosive equity returns of the nineties look, in hindsight, like nothing more than a shell game. Gone were the days when a technology company’s CEO could entice the shareholders of a target company with the implied promise of two- or three-fold gains in the combined company’s stock price. The folly of Internet stocks was being driven home even at staid, blue chip corporations like Time Warner which, in one of the most glaring examples of poor judgment in corporate history, had accepted AOL common stock in the two companies’ much touted 2001 merger. The arbitrageur in these days was wise to maintain a full hedge, for while the deals were still being churned out by optimistic investment bankers, the risk of a collapse in an acquirer’s stock price could have been lethal. What has defined the current decade more than any development in the arbitrage or investment banking field, are the changes in the relationship of shareholders to their fiduciaries at publicly traded corporations.

What in the 1970s and 1980s might have been described as a “rogue shareholder,” was now operating under the label “activist.” What started in the nineties as revolts against entrenched  managements that had ignored their shareholders in rejecting high premium offers from unwanted suitors, was now an institution. Funds designed specifically for the purpose of engaging managements to enhance shareholder value were raising capital at an astonishing pace. The new idea was to establish a position in shares of an underperforming company and then present a solution, in the form of a new business plan, to management. In prior years, resistance had been common; the old “just say no” defense was still prevalent in boardrooms and the spirit of it had been used successfully against shareholders who wished to voice their concerns. The current decade brought a widespread change to attitudes regarding a shareholder’s voice. Perhaps the distrust of managements had given way to a new willingness to demand, publicly, better performance from management. Activists, although still not genuinely welcome in the boardroom, were now warmly greeted by both the press and the investment community. Hedge funds, unencumbered by the investment banking ties of their larger competitors, were free to voice their opinions without the fear of a backlash from a parent company or an investment banking division fearful of losing its next underwriting fee. Activist funds were, in increasing numbers, succeeding in gaining board seats, and pushing agendas that ranged from changes to administrative governance frameworks, to more aggressive plans such as restructurings and even mergers. The age of the activist had clearly arrived. Once the low-hanging fruit at poorly managed U.S. corporations had been picked, activists turned their attention to Continental Europe. European companies were, by comparison, decades behind their western counterparts in the area of corporate governance. Equally archaic, however, were their attitudes toward shareholder’s rights. The specter of a fund manager challenging a board of directors at a shareholder meeting was appalling to European managements and even to some of their large shareholders. The activist needed to plan a careful approach to avoid losing a public relations battle before his ideas were even on the table. As the decade progressed, even European managements began to adopt a more shareholder-friendly posture. European CEOs were recognizing that without reforms, their markets might be  viewed as less efficient and therefore less competitive. Without efficiency, they might fail to attract capital from the international community. While the European business community has begun to change its attitudes toward active shareholders, the political establishment, particularly in Germany and France, continues to object to the participation of these funds in the management of public companies, on the grounds that they have no long-term interest in the companies themselves, or in the economies of the countries in which they invest. During the recent political season in Germany, for example, activists were labeled as “locusts” in an attempt to paint them, for political purposes of course, as the enemy of the German worker. The absurdity of this argument has not been lost on business leaders, and many have publicly cautioned their elected officials about the economic perils of appearing unwilling to embrace a more modern management philosophy that is inclusive of all ideas to enhance value. The activist battles between shareholders and managements in both the United States and Europe will undoubtedly continue for years to come. Any movement within the business community that has as its purpose the efficient management of a corporation’s assets is unlikely to be derailed. Surely there will be mistakes and periods of backlash against aggressive shareholders, but the essential elements of the activist movement are here to stay.

One can examine the field of active value investing in terms that are quite familiar to the arbitrageur. It is possible to identify what is, in a sense, the spread in these situations. For each activist target there is a current market price, which can be seen as reflecting the performance of the current management. A research department may then analyze the potential values of the corporation’s assets under an array of restructuring scenarios and arrive at a target price which, to a classically trained arbitrageur, might be the activist equivalent of a bid price under a traditional takeover scenario. The difference between the current market price and the anticipated values under each restructuring scenario can be considered “the spread.” The spread could be captured in the event that the restructuring succeeds. An arbitrageur who commits capital to  such a situation is taking both the risk that the proposal is accepted and that the proposal is sound. The time frame is of course considerably longer than the traditional risk arbitrage scenario, as it may require a full meeting cycle or longer for even the successful activist to implement a new agenda. What might be called “active arbitrage” is a demanding endeavor. Some investors from the arbitrage community elect to participate silently in the projects of other activists, while others are using their expertise in valuing corporations under restructuring scenarios, as well as their extensive knowledge of change-of-control scenarios and the attendant tactics associated with them, to initiate activist agendas themselves. Few professional investors, in fact, are better qualified to navigate the unique obstacles of corporate activism than the classically trained risk arbitrageur. The still-developing field of activism may hold great promise for those who honed their skills during the takeover wars of past decades.
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August 4, 1998 Allied Signal announced plans to acquire
AMP for $44.50 per share.
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February 4, 2000

February 9
March 1

Mannesmann agreed to an increased offer
from Vodafone, in which it would get 49.5
percent of the new group. The new ex-
change ratio was 38.96.

The offer became unconditional.
Wyser-Pratte received its Vodafone shares
resulting in an annualized rewrn of 151
percent.
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Rosario/Amax

10/23/79— Amax Inc. and Rosario Resources Corp. agree in
principle on acquisition tender offer $55/share for
49 percent
11/8/79 — Terms changed to $55/share for 20 percent of

outstanding stock, remainder for
convertible preferred
11/29/79 — Definitive agreement signed
12/24/79—FTC requests additional information—20-day delay
from when information supplied
1/11/80 — Hudson Bay Mining & Smelting will offer $63/share
for any and all; value of $403M vs $341M Amax
offer. Must initiate tender offer or withdraw it by
1/16/80, deadline which had been recently enacted
by new provision of the Securities and Exchange Act
1/18/80 — Amax accord terminated by Rosario. Rosario’s stock
price up to $71/share vs. $65/share offered by
Hudson Bay
2/4/80 — Amax announces it purchased 37 percent of
Rosario’s stock outstanding
2/5/80— Amax & Rosario sign new agreement valued at
$465M
2/8/80— Amax board of directors ratify agreement
1 share Rosario = 1.37615 Amax

share of $9.30
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December 1994

April 1995

May 1995

During the pendency of this offer, a new
pricing scheme for clectricity was intro-
duced by the applicable regulatory au-
thority, which made Northern Electric
unattractive at the price offered by Trafal-
gar House.

Trafalgar House decided to allow the bid
o lapse, triggering a mandatory one-ycar
waiting period that had to elapse before
Trafalgar House could make a new bid
(£9.5 or $14.72). Trafalgar House wanted
0 re-enter the bidding prior to the passag
of the one-year waiting period but could
only do so with the acquiescence of the

board of directors of Northern Electric,
which refissed to do so.

Wyser-Pratte was determined to lead a
all for an extraordinary general mect
of Northern Electric’s sharcholders and

quickly obtained the 10 percent of share-
holder votes required to do so. Northern
Electric reluctantly agreed to callthe meet-
ing.

Although the extraordinary general meet-
ing did not support allowing Trafalgar
House to renew its bid prior to the end
of the waiting period, Northern Electric
later permitted Trafalgar House o do so.
Wyser-Pratte continued to put pressure on

Northern Electric’s board of directors to
restructure and recapitalize the company
to enhance the shareholder value.
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May 23, 1994

September 14

September 1994
through September
1995

Columbia Healtheare agreed to buy Med-
ical Care for $29 per share, about $850
million in stock.

The deal was completed. The FIC ap-
proved after they agreed to divest an
outpatient surgery center, Alaska Surgery
Center.

Wyser-Pratte Management  remained
in the stock until consummation to take
advantage of further merger arbitrage
activity.
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April 11,2003

Wyser-Pratte begins to accumulate shares.
Wyser-Pratte takes a proactive stance against a
plan by GM to spinoff its Hughes subsidiary

a way that would be harmful to its GMH
shareholders.
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June 24, 1997

June 26

Union Pacific Resources Group  Inc.
(UPR) announced an $84 per share hostile
offer for Pennzoil Company:

Pennzoil filed a federal suit that claimed
UPR hadn't provided full information to
sharcholders on the negative aspects of the
offer.
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December 12

December 19

March 3, 1995

two companies. US. Shoe rejected the pro-
posal awo days later.

Wyser-Pratte urged the company to split
itself into three parts: sell or spinoff its
footwear, apparcl, and eye-care units
Wyser-Pratte filed a proxy to nominate
William Frazier to be an independent di-
rector of US. Shoe’s board,

Luxottica Group made a $24 per share
offer, which USS. Shoe rejected.
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July 27,1995

Eridania Beghin-Say reached an agrecment
to buy American Maize for $40 per share,
orabout $430 million, after Ziegler was re.
moved and the board of directors approved
the deal. Under the agreement, Eridania
Beghin-Say sold 88 percent of American
Maize’s tobacco operations to Ziegler for
$165 million.
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December 22,1997 American Bankers Insurance agreed to be
acquired by AIG for $47 per share.
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June 1, 1998

June 18

July 15

August 27

Symbol Technologies announced its bid for
Telxon of $40 pershare in cash or up to $42
per share in cash and stock. The follow-
ing day, Telxon ultimately rejected that of-
for aggravating some sharcholders that ex-
pected to gain a substantial premium from
the deal. Telxon had a poison pill provi-
sion, which allowed it to fight off hostile
takeovers

Wyser-Pratte lninched a campaign to at-
tempt o amend ‘Telxon’s bylaws  after
“Telxon rejected the $40 per share cash of-
fer. Wyser-Pratte launched a proxy fight
in an attempt to bypass Telxon’s unwill-
ing board of directors and force a vote by
sharcholders on the proposal.

Telxon reliated by filing a lawsuit in
the US District Court for the District of
Delavare charging that Wyser-Pratte made
false and misleading statements to the SEC.

The rejected takeover attempt inspired a
proxy battle led by Wyser-Pratte that was
settled when Telxon agreed to accept any
fature all-cash offers valued above $40 per
share. Wyser-Pratte and ‘Telxon signed a
settlement agreement that required Telxon
to make its poison pill chewable for all cash
offers, which would force the board of a

company to introduce a tender offer to its
sharcholders for a 90-day period, and to
accept his director nominee on the board.
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Teledyne, Inc.
USA Defensive

1. Investment Statistics

Capital Invested® $36.00M

Wyser-Pratte Iniial Purchase™®  December 22, 1994 $20.50

Wyser-Pratte Initiates CG Action February 15,1996 $27.38

Wyser-Pratte Ends CG Action  April 2, 1996 $33.50
Wyser-Pratte Sale Date September 13, 1996 $23.48
Annualized Rate of Return— 166.63%
Period of Corporate Governance

Action

Ticket In/ Ticket Out Return 83.00%

*For all Wyser-Prate managed accounts ivesed n i stock.
= Iital purchise o Teledyne stock occurred on December
merger arbirag position invlving Teledyne ws ctbls

1994, e il
o June 10, 199,
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Sears Roebuck & Co./Allstate

USA Defensive
L. Investment Statistics

Capital Invested” $1220M
Wyser-Pratte Iniia Purchase My 15, 1992 289
Wyser-Pratte Iniiates CG Action March 22, 1994 $47.75
Wyser-Pratte Ends CG Action _June 30, 1995 $61.00
Wyser-Pratte Sale Date March 5,199 $43.48
Annualized Rate of Return— 2071%
Period of Corporate Govern:
Action
Ticket In/Ticket Out Return 215.16%

 Forall Wyser-Prate managed accounts invested i tis tock.





OEBPS/wyse_9780470442913_oeb_014_r1.gif
$878.00  Gross Spread

$(328.88) Interest Cost for 230 Days on $6,524 @ 8 Percent
70.00  Long Dividends

Short Dividends

Net Spread






OEBPS/wyse_9780470442913_oeb_146_r1.gif
+(1)(E3Y) + (164)34 — (.
433 Gros Sprea

2)(52)
L1 FO—






OEBPS/wyse_9780470442913_oeb_169_r1.jpg





OEBPS/wyse_9780470442913_oeb_203_r1.gif
July 20

July 25

August 8

August 11

August 24

Wyser-Pratte sends a letter o the board of
LAC urging the board to “cither accept
Royal Oak Mines Inc.s offer or work for a
better one.” Wyser-Pratte further warned
the board that “any attempt by the board
of directors o return to the status-quo or
pursue a scorched earch policy will be met
with the utmost resistance on our part and
the part of other sharcholders.”

American Barrick Resources said it would
join the bidding for LAC Minerals with an
offer of C$2.08 billion or C$0.45 a share
more than the bid from Royal Oak.
Royal Ok increased its bid to C$2.4 bil-
lion, €85, in cash, and 2 Royal Oak shares
for each LAC share.

LAC Minerals announced its board of di-
rectors determined that the revised offer of
Royal Oak to purchase all of LACY out-
standing shares was inadequate and rejected
the offer.

American Barrick Resources announced
that it had signed an agreement with LAC
to make an increased offer to C$5 in cash
and 0.325 shares of Barrick.
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Spread: $10.30 per $10 principal amount — $10 =
$0.30 per 4 percent preferred
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sarly October

December 13

own holdings to entice him to go on to
the GRC board of directors.

ok Cilliffo filed documents with the
SEC to nominate Wyser-Pratte to the
board of GRC International. Cillifo com-
plained that GRCIS board had ignored ad-
visory votes by sharcholders calling on the
company to repeal its “poison pill” anti-
takeover defense and restructure its board
to make it easier to vote in new directors.

Wyser-Pratte associates, Neal B. Freeman
and Richard N. Perle, were elected o the
board of directors as a condition of the
settlement of the litigation
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Pullman/ Wheelabrator Frye/McDermott

7/1/80 — J. Ray McDermott announces plans for a $28/share
offer for 2,000,000 shares

7/18/80 — Justice Department requests additional information

8/22/80 — Pullman accepts merger offer from Wheelabrator-
Frye, Inc. $43/share for 2 million Pullman common
expires Sept. 19

8/29/80 — Proxy McDermott increases offer to $43.50/share

9/4/80 — Wheelabrator Frye & Pullman boards approve
merger offer of 50/share for 3M shares and 1.1
shares Wheelabrator common for remainder
Preliminary injunction granted against McDermott’s
latest offer
9/8/80 — McDermott extends offer two weeks

9/11/80 — McDermott revises offer to include 51 percent of
Pullman common

9/16/80 — Justice Dept. clears Wheelabrator-Frye Inc.

9/22/80 — Federal District judge ruled Wheelabrator-Frye's
ammendment to offer requires extending bid to Oct
17. Wheelabrator had been drawn tenders of 7.30M
shares by 9/19. McDermott raises offer to $54 9/19

9/23/80 — McDermott, responding to court order extends $54
bid to October 17

9/25/80 — McDermott clears Federal appeals court of:
violations

9/25/80 — Proxy—Court of Appeals vacates preliminary
injunction against termination of WFI offer allowing
W to purchase 5,500,000 shares

titrust
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Liggett Meyers/Grand Metropolitan Hotels/Standard Brands

3/26/80 — Disclosed that Grand Metropolitan doubled its 4.4
percent stake in Liggett during December
3/26/80 — NC judge issues temporary restraining order barring
Grand Metropolitan from buying any more shares
4/3/80 — Restraining order extended
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Pre-tax Per Annum
Return on Capital

Babeock Wilcox/McDermot 182%
Carborundum/Kennecott 284
Rosario/AMAX 469
Warner Swasey/Bendix 1080
Pullman/Wheelibrator Frye 381
Liggett Meyers/Grand Metropolitan Hotek 3755
Hobart/Dart & Kraft 621

St. Joe Mi

Js/Fluor Corp 214
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American Bankers Insurance

USA Defensive
L Investment Statistics

Capital Invested® $56.30M
Wyser-Pratte Initial Purchase January 27,1998 $55.875
Wyser-Pratte Initiates CG Action _February 19, 1998 $55.00
Wyser-Pratte Ends CG Action  March 16,1998 $65.75
Wyser-Pratte Sale Date March 8, 1999 §5195
Ammalized Rate of Return— 285.49%
Period of Corporate Gove
Action
Ticket I/ Ticket Out Return —13.19%

* For all Wyser-Prate managed accounts inesied in tis stock
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$1,736  Gross Spread
(257)  Interest Cost (5.5 Percent Interest on
$5,300 for 272 Days)
90 Dividends (Long)
(125)  Dividends (Short)
ST.464  Net Spread
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November 28, 1994

December 2

March 29, 1995

October 9

October 26

February 9, 1996

February 15

The board of directors of Teledyne re-
jected WHXS (formerly Allegheny Lud-
Tum) firse offer, in which Teledyne share-
holders would have received $22 per share
in cash and stock, because they believed
that Teledyne’s long-term strategic business
plans suggested substantial increases in fi-
wre values.

WHX Inc. announced it was secking fed-
eral approval to buy up to 15 percent of the
outstanding shares of Teledyne stock.
Teledyne announced it had put the com-
pany up for sale and had retained an outside
advisor to assist it in soliciting bids
Wyser-Pratte wrote a letter to Teledynes
board urging the company to actively pur-
sue asale of the company or one or more of
its divisions. Also, Wyser-Prate demanded
public disclosures of any legitimate offers
to buy the company or various units and
of any updated offers from WHX.

“Teledyne officially discontinued s search
fora potential buyer, climing that months
of behind-the-scenes talks with several par-
ties faled to produce adequate offers.

The board of directors of WHX offered
$30 to acquire Teledyne.

Wyser-Pratte threatencd a proxy fight un-
less there was an immediate sale of Tele-
dyne.
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S113% x 0.67 = $76.13
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$31.48 — $29.2:
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October 2006

November 2006

December 1, 2006

February 3, 2007

BT Group ple contacted Wyser-Pratte to
express their interst in acquiring Prosodic.
BT Group stated that it was “surprised at
the announcement that chairman Bernard
had sold his shares without fully exploring
[their] offer.” Additionally, BT stated they
had offered €27 per share for Prosodie.

At Wyser-Prarte’s insistence, Prosodie
names an indedendent expert to evaluate
the fairness of Apax’s bid.

Apax Partners plans to offer €23.40 per
share to buy the shares of Prosodie it does
not already own.

Under pressure from Wyser-Pratte, Apax
Partners raised their bid o €25.25 per
share. Wyser-Pratte stated that it will ten-
der its shares at that level






OEBPS/wyse_9780470442913_oeb_254_r1.gif
agze
Zetet
88888
oass
RS
o i parosn
s e
ons
|| s 5 i oo :
o v i wois
s
ot b sousm sy was
o ion
% ey wons
st renonos e | s
e s o e o swrms | g s s | s ot oot - 001s

ood RIS





OEBPS/wyse_9780470442913_oeb_271_r1.gif
AMP, Inc.
USA

Defensive
L Investment Statistics

Capital Invested* $63.10M

Wyser-Pratte Initial Purchase August 10,1998 $41.17

Wyser-Pratte Initiates CG Action _ September 23, 1998 $39.00

Wyser-Pratte Ends CG Action  November 23, 1995 $51.00

Wyser-Pratte Sale Date April 19,1999 569.59

Annualized Rate of Return— 138.99%

Period of Corporate Governance

Action

Ticket In/Ticket Out Return 14277%

* For all Wyser-Prate managed accounts inested in this stock.
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Assets

100 Hobart (long) ... L.$3,150
Liabilities and Capital

Bank Borrowings ..................... $2,677

“Haireut™ 473

150
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March 7 Conrail announced that Conrail and CSX
amended their merger agreement to in-
erease the consideration to $115 per share
and to include Norfolk Southern.
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$6,500

t of Chubb
Proceeds of Chubb sale
Loss on Chubb
$7,400 Proceeds on First Natl. City sale
~6,450 Cost of repurchase
$950 Profit on First Natl. City.
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Return on Capital =
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0.6875
1 Canada Dry = ———————— = 0.578 Hunt Foods
1.19 Hunt Foods





OEBPS/wyse_9780470442913_oeb_078_r1.gif
Assets
38 CIT Fina

Liabilties and Capital
38 3.65 RCA Preferred W/I 1,220,

382125 RCA Preferred W/ 855.00
Less 38 3.65 RCA Preferred
(borrowed) (1,220.75)
Less 38 2,125 RCA Preferred
(borrowed) (855.00) —0—

Bank Borrowings
“Haircut” (short exempt) ...
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July 30,1995

The chairman of Moore Corporation in-
formed Mr. Cronin, CEO of Wallace
‘omputer, that Moore intended to launch
an unsolicited tender offer for al outstand-
ing shares of the company’s common stock,
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Echlin Manufacturing
UsA

Proactive
L. Investment Statistics

Capital Invested® $36.90M

Wyser-Prate Inicial Purc March 26, 1998 $52.00

Wyser-Prace Iniiates CG Action  March 17,1998 $48.81

(ahead of stock purchsc)

Wyser-Prae Ends CG Action  May 4, 1998 §51.56

Wiser-Pratte Sale Date July 10,1998 $5052

Annulized Rate of Return— 288

Period of Corporate Governance

Action

Ticket In/ Ticket Out Return 219.51%

 Forall Wyser-Prcte managed accounts ivesied in i stock.

= The acwualaccumulaton of e psion began afe the itersenton dace, due o

[ p—
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$156.00
(79.00)

1273
(12.50)
$77.23

Gross Spread

Interest Cost for 123 Days on
$3,600 @ 6 Percent

Long Dividends

Short Dividends

Net Spread
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May 31

June 6
June 7
Sept. 14

Sept. 28

December 13

December 14

Jamuary 3, 2002

January 4, 2002

Willamette sent a letter to Willamette
sharcholders asking them to clect Wey-
erhacuser nominees at the June 7th an-
mual meeting so that the two compa-
nics could begin to negotiate a definitive
merger agreement.

Wyser-Pratte sent a letter to Willamette
questioning its valuation models,
Weyerhaeuser got ifsshate of three directors
elected to the Willamete board.
Weyerhaeuser extended its offer to buy
shares in WLL for the sixth time.

The founding family of Willamete said it
is willing to negotiate a deal with Wey-
erhacuser and would scriously consider an
offer of $55 per share.

Weyerhacuser made its “final” offer for
Willamette boosting its cash bid to $55 per
share

Wyser-Pratte urged Willamette directors to
back the new $55 per share bid.
Wyser-Pratte Management urged  the
Willamette directors not to use seemingly
“erroncous” synergics as a pretext to do
the proposed Georgia Pacific transaction
1o defeat the Weyerhacuser offer.
Willamette rejected the $55 offer and
opted to pursue a transaction with Geor-
gia Pacific involving its building product
business. Wyser-Pratte Management an-
nounced that it was commencing a class ac-
tion lawsuit against Willamette's directors
for breach of fiduciary duty in connection
with their announcement rejecting the $35
tender offer from Weyerhacuser.
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April 23

May 28

June 25

August 6

with the SEC, which disclosed its intent to
take actions to call a special meeting of the
sharcholders for the purpose of addressing
proposals

Wyser-Pratte filed with the SEC definitive
proxy material urging Van Dorn’s share-
holders to withhold their vote for the elec-
tion to director staus of the three can
dates nominated by Van Dorn’ board, and
instead, to attend the 1992 Annual Meet-
ing and vote in person.

A letter was sent by Wyser-Pratte to each
of Van Dorn's directors, proposing that the
board appoint a special committee which
would have the authority to evaluate and
make recommendations to the board re-
garding acquisition proposals and would
undertake an analysis of whether all or part
of Van Dorn’ assets should be sold
Wyser-Pratte filed definitive proxy materil
with the SEC relating to the solicitation of
demands to call a special meeting of Van
Dorn’s sharcholders to consider and vote
on four proposals.

Wyser-Pratte presented to Van Dorn de-
‘mands for a special meeting of Van Dorn's
sharcholders. The purpose was to present
a serics of proposals to amend certain pro-
visions of Van Dorn’s Aricles of Incor-
poration and Regulations and to recom-
mend that Van Dorn’s board of directors
appoint a_ special committee of non-
employee directors to review and make
recommendations with respect to any ac-
quisition proposals. At the annual mecting,
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Liablities and Capital
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November 11

November 13

December 21, 2000

March 16, 2001

May 7
May 11

premium on the close of November 10,
n on the

2000 and a 60 percent premi
average share price for the prior 60 days.
WLL informed Weyerhacuser that the
Willamette board had met on November
9 and failed to act on Weyerhacuser’s pro-
posal

Weyerhaeuser confirmed in the press that
it had contacted Willamette with the pro-
posl.

Weyerhaeuser began a hostle takeover bid
and says it intends to field a slate of three
board candidates who favor the offer at
Willamette’s annual board meeting, sched-
uled for April 17

Willamettes board unanimously voted to
reject Weyerhacuser’s takeover bid.
Weyerhacuser proposed to nominate four
candidates for clection to Willamette’s
board.

Willamette set the annual meeting for
Thursday, June 7, 2001, making sharchold-
ers of record as of the close of business on
Monday, April, 16, 2001, eligible to vore.
Wyser-Pratte. Management sent a letter
to the president of Willamette express-
g its dissatisfaction with the manner in
which the board of Willamette handled
Weyerhacuser$ offer and vowed to fight
Willamette over its “just say no” takeover
defense.

Willamette raised is offer to $50 per share.
Wyser-Pratte sent a follow-up letter again

denouncing Willamette's “just say no” de-
fense.
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March 19, 2004

December 27, 2004

January 28, 2005

June 14, 2006

July 2006

October 27, 2006

Wyser-Pratte announced a 10.27 per-
cent holding in telecom operator Prosodic
SA. After witessing years of manage-
ment failing to realize maximum value for
Prosodie sharcholders, Wyser-Pratte en-
tered the stock,

With regards to Prosodie’s ecent corporate
repurchase offer, Wyser-Pratee clected to
retain the entirety of it shares, which then
amounted to 128 percent of the company’s
capital stock.

Guy Wyser-Pratte was appointed adminis-
trator of Prosodic by the company. Guy
Wyser-Pratte would occupy the  posi-
tion until Prosodie’s General Sharcholder’
Meeting approved the 2006 financial
figures.

On behalf of Wyser-Pratte and himself,
Prosodic director Stephen Picrce stood up
at the Prosodic Annual General Meet-
ing and challenged founder, chairman, and
CEO Alin Bernard about poor corporate
governance at the company.

Wyser-Pratte introduced the economic
consulting firm Stern Stewart to chairman,
and CEO Alain Bernard. Bernard reacted
favorably to conducting an EVA review.
Prosodie founder, chairman, and CEO
Alain Bernard agreed o sell his 46 percent
stake in the company to Apax Partners for
€20 per share.
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—0—
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Gross Spread

Interest Cost @ 8 Percent for 108
Days on $11,500¢

Long Dividends

Short Dividends

Net Spread
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(39 days)
(365 days)
2,591

6

(8645) = 369

Return on Capital

= 3755 Percent per Annum (pre-tax)
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48.25 — (1.25 x 38) =$0.75
or a premium of 1.58 percent
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St. Joe Minerals/Seagrams/Fluor Corp.

3/11/81 — $45 a share bid by Seagrams Co. $2.13 billion value
3/12/81 — St. Joe Directors reject Seagrams” bid 3/11/81
3/17/81 — St. Joe files lawsuit to block Seagrams offer
3/23/81 — St. Joe agrees to suspend court actions to block
Seagram’ bid. The offer expires April 10.

3/30/81 — St. Joe accepts $549.9 million by Sulpetro
(844.45/share) for Can Del Oil Ltd, which is 92
percent owned by St. Joe

3/31/81 — Fluor offer at $60/share for 45 percent of
stock—preliminary agreement
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April 17, 1995

May 12

Luxottica won its battle to take over USS.
Shoe with an increased offer worth $1.3
billion. Both companies reached an agree-
ment of $28 in cash for cach U.S. Shoe
share

A sharcholder meeting took place at which
time US. Shoe shareholders approved the
acquisition. The deal closed shordly afier
the meeting.
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Gross Spread
Interest Cost (14.1 Percent on $5,600
from August 22, 1979-December 4,
1979)
Interest Cost (15.3 Percent on $2,128
from December 4, 1979-February 7,
1980)

98 Dividends on Long Position®”
$33  Net Spread
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Agsets
100 New England Nuclear (long). ....$4,300
Liabilites and Capital

130 Dupont (short) 54,810
130 Dupont (borrowed) ~ (54,810) —0—
Bank Borrowings 2,857
Capital

30 Percent “Haircut™
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(171 days) (10)

3,083) = ——(81,794) = 81,493
65 dayey D T gy T = L4
82716
Rewn on Capital = S0

= 182 Percent per Annum (pre-tax)
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Assets
100 Pullman (long)
Liabiliies and Capital
Bank Borrowings
15 Percent “Haircut’
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October 12

August 8, 1996

August 19

October 31

at $28 per share, a $1.3 billion cash offer
Three days later, Moore commenced its
tender offer.

Moore amended its tender offer to
the cash price offered for the company’s
common stock from $28 to $30 per share.
Wallace rejected this offer even though
73.5 percent of the shares were tendered.

rease

Moore announced that it was abandon
its efforts to acquire Wallace.

2

Guy Wyser-Pratte announced his intention
10 seck to elect three candidates at the an-
nual meeting of Wallace Computer.
Wyser-Pratte launched a proxy challenge
to put three new representatives on Wal-
lace’s board of directors and planned to
present proposals to boost the value of the
company’s stock. The main proposal was
10 force the company to hold a sharcholder
vote within 90 days on any fully financed
cash bid for the company that was at least
5 percent more than the company'’s stock
price

The Proxy Monitor published a report in
1996 recommending that Wallace share
holders supported the three Wyser-Pratte
director nominees and both the tender
offer bylaw proposal and the business
combination statute proposal. The report
followed just two days afier  recommen-
dation by 1SS that Wallace holders support
the tender offer bylaw proposal.
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Assets
28 St. Joe Mineral (long)
Liabilites and Capital
26.4 Fluor (short)
Less 26.4 Fluor (borrowed)
Bank Borrowings
“Haircue™® .

898
(898)
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$2.600 Gross Spread
(71) Interest Cost (15.5 Percent on 4300 for 39 Days)
62 Dividends (625 Record 5/15)

52,591 Net Spread
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January 27, 1998

February 19

February

March 2

March 16

March 23

endant. Corporation launched a hostile
offer to acquire ABI for $38 per share.

Wyser-Pratte filed a pedition with the
Florida Department of Insurance to con-
solidate the filings of AIG and Cendant
in order to protect the best interests of
ABI, depriving AIG of its timing advan-
tage. The Florida
‘missioner ruled in favor of Wyscr-Pratte
and agreed to consolidate the filings on a
parallel basis.

tate Insurance Com-

The Florida Insurance Commissioner
ruled in favor of Wyser-Pratte and agreed
o consolidate the filings on a parallel basis
AIG and ABI said they reached an
amended agreement under which AIG
would pay $58 in stock and cash for each
ABI share.

Cendant increased the offer o acquire ABI
t0 $67 per share.

Cendant and ABI announced they signed
a definitive agreement for Cendant to ac-
quire ABI for 2 combination of cash and
stock valued at about $3.1 billion.
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Assets
100 Eversharp (long)

Liabilities and Capital
42 Warner Lambert

(short) $3,050
Less 42 Warner Lambert

(borrowed) (3,050) ..—0—
Bank Borrowings . .$1,919

Capital
30 Percent “Haircut”  $878
15-to-1 Ratio

1,006
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December 20, 1991

January 6, 1992

January 7

January 14, 1992
February 6

February 25

March 31

Crown Cork & Scal delivered to Van Dorn
a proposal under which Crown would
quire Van Dorn in a merger of stock and
cash ata price stated to be in excess of $16

per share.
Van Dorn rejected the proposal.

Crown announced a proposal to acquire
Van Dorn at a price of $18 per share.

n Dorn rejected the offer.
Crown increased the proposed price to $20
per share. Van Dorn rejected the offer and
stated that it was not in Van Dorn's interest
t pursue Crown Cork’s proposal.
Wyser-Pratte sent a letter to the president
and CEO of Van Dorn, which requested
that a special meeting of Van Dorn’s share-
holders be called for the purpose of share-
holder consideration of measures with re-
spect to the corporate governance of Van
Dorn.

Along with other sharcholders, Wyser-
Pratte filed a Statement on Schedule 13D
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“Terms: 1 St. Regis Paper ($40) =
$4 convertible preferred ($101).

1 RCA common ($43) +0.425

1 Eastern States ($62) = 1.6 St. Regis Paper ($40)
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$17million/1,319,514 = $12.90 per share
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August 21

September 23

Sepember 24

October 12

AMP rejected the offer as inadequate and
said it would produce more value for share-
holders through its profit-improvement
plan that it began that summer. Just a few
days later, AMP filed a lawsuit in federal
court to stop Allied Signal from placing its
representatives on the AMP board of di-
rectors as part of its $10 billion takeover
aempt.

Wyser-Pratte sentaletter to Representative
Bruce Smith severely criticizing his support
of the Pennsylvania legislation o block
Allied Signal’s takeover bid. Wyser-Prate
began to prepare a lawsuit attacking poten-
tial legislation on constitutional grounds.
The Pennsylvania legislative action failed
0 block Allied Signal bid.

AMP filed a complaint in Pennsylvania
State Court that said Allied Signal’ cffort
to delegate authority over the poison pill to
non-directors violated state law. This was
AMP attempt to convince the Pennsyl-
vania legislature o block Allied
takeover bid and prevent hostile
from conducting consent soli
an 18-month period

AMP Inc. announced it was commenc-
g its selftender offer to repurchase up to
30 million shares of AMP common stock,
ata price of $55 per share in cash.
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December 27

of the Extraordinary Meeting was to ob-
i a vote of “no confidence” against the
g board “Vorstand.”

manag

Wyser-Pratte was confident that the deal
could be completed on a regulatory basis.
Vodafone said it would dispose of Orange,
the only potential antitrust problem, if it
succeeded in acquiring Mannesmann.

Wyser-Pratte believed that if Esser were not
able to create enough shareholder value to
compete with Vodafone offer, he would
have to accept the bid under pressure
from shareholders. Vodafone could have
increased its bid to assure the result of the
acceptances to the offer

AFL-CIO pressured U.S. ERISA plan
managers not to tender their Mannesmann
shares to Vodafone. Wyser-Pratte publicly
asked the USS. Secretary of Labor to inves-
tigate AFL-CIOS pressure on US. ERISA
plan managers, thereby frecing said man-
agers to tender o Vodafone and max-
imize the value of their investment in
Mannesmann.
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September 6, 1994 American Barrick successfully acquired
over 80 percent of LAC Minerals common
shares.

September 20 More than 90 percent of the shares of
LAC Minerals Ltd. were tendered for the
takeover offer by American Barrick Re-
sources.
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Hillhaven Corporation
USA

L. Investment Statistics

Defensive

Capial Invesed” $2050M

Wyser-Pratte Inial Purchase Janwary 27, 1995 $2627

Wyser-Pratte Intites CG Action March2, 1995 $24.13

Wser-Pratie Ends CG Action  April 22,1995 2888

Wyser-Prate Sale Date September 14, 1995 $31.38
14087%

Period of Corporate Governance

Action

Ticket i/ Ticket Out Return 46.0%

 Forall Wyser-Prates managed accounts invesied i dis sock.
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130 GE (short)
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Bank Borrowings .
“Haircut”™

$6,760
6760) —0—
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$4.40 per Imperial-Eastman
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May 4

May 6

May 11

meeting of Echlin’ sharcholders. Echlin
initiated a suit against SPX for making mis-
leading statements.

Echlin's board of directors voted unani
mously to recommend that Echlin’ share
holders reject SPX Corporations exchange
offer, while Dana Corporation emerged as
a “white knight” bidder for Echli

SPX said it abandoned its hosile takeover
bid for Echlin be peared Echli
would join forces with Dana Corp.

Dana Corp. and Echlin said their boards
agreed to a definitive merger agreement
that would create a global auto parts sup-
plier in a tax-free stock swap transaction
valued at $3.6 billion. The merger had to
meet approval from sharcholders and fed-
eral regulators before it was finalized.
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July 15,1997

August 7

September 17

September 30

October 20

ITT announced that its board of directors
approved a plan where ITT would splitinto
three separate companics.

Hilton Hotels announced that it had
creased its bid to acquire ITT from $55 to
70, valuing the deal at $11.5 billion. ITTs
board rejected this offer.

Wyser-Pratte filed an amicus brief in
federal court (Nevada) against the ITT
breakup. The amicus brief demonstrated
that Wyser-Pratte had presented novel
arguments against ITT% Comprehensive
Plan. Wyser-Pratte argued that the plan vi-
olated Nevada corporate law since it would
involve an illegal distribution. Also, the
brief alerted the Court to the damage that
would be occasioned by the plan in cre-
ating a loophole in Nevada corporate law
that would climinate the veto power en-
joyed by shareholders over the creation of
a staggered-term board of directors.

Due to a filing by Wyser-Pratee, the Court
made a decision that urged the ITT board
t0 end its resistance to the Hilton Corpo-
ration acquisition immediately.

Starwood Lodging Trust agreed to buy
ITT for $15 in cash and $67 in stock, re-
sultingin a $13.3 billion deal, which would
create the worlds largest hotel chain and
apparently ended Hilton Hotels long run-
ng effort to buy ITT.






OEBPS/wyse_9780470442913_oeb_101_r1.gif
4/6/77 — McDermott purchases 1,203,600 B&W shares in
5/13/77  open market transactions (at 39.75 to $43.125/share)
8/5/77 — United amends offer to $48/share

8/10/77 — McDermott proposes $55/share for 4,300,000 shares

8/14/77 — B&W recommends McDermott offer to
stockholders

8/18/77 — United amends offer to $55/share

8/19/77 — McDermott increases offer to $60/share

8/23/77 — United increases offer to $58.50
McDermott increases offer to $62.50

8/25/77 — McDermott amends offer to provide $2.50 special
dividend/share declared by B&W to be payable to
tendering stockholders and increases number of
shares it will purchase to 4,800,000

8/25/77 — United terminates its offer

9/16/77 — McDermott owns 49 percent of B&W outstanding
stock

12/2/77 — McDermott issues press release concerning United’s
interest in acquiring McDermott

12/8/77 — Terms of B&W-McDermott merger announced

3/30/78 — Stockholders approve merger effective 3/31/78 with
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0.32 x $93 = $29.76
Gross Spread: $29.76 — $28 = $1.76
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July 1

July 22

September 11

October 7, 1997
October 14

November 11

November 17
December 9

Pennzoil’s board of directors recommended
Pennzoil’ shareholders reject UPR’s pro-
posed tender offer and merger as inade-
quate and not in the best interst of the
sharcholders,

61.5 percent of Pennzoil shares were ten-

Union Pacific said a federal judge denied
a motion by Pennzoil for preliminary in-
junction against Union Pacific’s unsolicited
tender offer.

Union Pacific changed its $84 a share cash
and stock bid to an all cash offer.

Pennzoils board of directors  rejected
Union Pacific’s revised offer.

Union Pacific announced it would termi-
nate its offer unless Pennzoil entered into
good faith negotiations with UPR on o
prior to November 17.

UPR annot
Wyser-Pratte filed amended preliminary
proxy material for Pennzoil’s annual meet-
ing, includi

ced it was terminating is bid

+ Adopt a “Shareholder Rights Bylaw”

+ Adopt a “Sharcholder Interests Protec-
tion Bylaw”

+ Allow the holders of 10 percent of the
company’s shares to call a special meet-
ing of sharcholders

+ Allow sharcholders to submit proposals
and director nominations for the annual
meeting between 60 and 120 days in
advance of the anniversary of the prior
annual meeting.
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Warner Swasey/Bendix/Dominion Bridge

10/23/79— Dominion Bridge Co. plans a $57 share offer to
‘Warner Swasey Co.—value $200M
10/24/79 — Offfer filed today (10/24/79)
11/9/79—FTC requests additional information
11/13/79 — Bendix plans $70/share offer for 56 percent of
ourstanding shares—2 shares of convertible preferred
for each share of remaining Warner & Swasey
common
12/17/79 — Dominion Bridge increases cash bid to $75/share
12/14/79. 5 hours later Bendix increases bid to
$83/share and raises liquidation value of preferred
from $35 to $41.50/share
12/28/79—FTC requests additional information from Ben
1/22/80 — Bendix complies with FTC request for information
Expects transaction to be completed by April 1980
1/28/80 — Under agreement with FT'C, Bendix postpones
purchase of W&S shares uniil 2/5/80
2/5/80 — Bendix reaches agreement with staff of FTC
3/10/80— Stockholders approve merger with Warner & Swasey
effective 4/1/80
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The joint $115 per share cash tender of-
fer was completed, and CSX and Norfolk
Southern came to hold 96 percent of Con-
rail’s shares.
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February 6, 1995

March 1

Horizon made a hostile bid to acquire Hill-
haven for $803.6 million or $28 per share.
Wyser-Pratte urged Hillhaven’s board to
negotiate a friendly deal or face a pros
fight.
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Liabilties and Capital

130 GE (short) $7.036
Less 130 GE (borrowed) — (7.036) ... —0—
Bank Borrowings $3.190

30 Percent “Haircut” (on short) 2,110
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Gross Spread: $109.75 — $102 = $7.75 per Amerada
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Gross Spread: $40 — $29.12 = $10.88 per Norton Simon preferred

or
(558 x .55) + (0.1408 x $40) — $36
= $1.53 per Canada Dry
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February 17, 1998

March 6

March 17, 1998

March 25

March 25

April 6

SPX announced its bid for Echlin, offering
cash and shares worth $3 billion or $48 per
share.

The head of SPX launched his appe:
sharcholders to call a special meeting by
April 24 and sent a letter to Echlin's board
calling Echlin's defense misguided and ex-
treme.

Guy Wyser-Pratte sent and publicized a
powerfully-worded letter to Echlin CEO
and all members of the Connecticut L
lature, criticizing the anti-shareholder

il

drafted by Echlin supporters. The bill, once
expected to pass, was quickly abandoned,
allowing SPX to buy Echlin. (Please note
this letter was sent prior to actual invest-
ment in the stock by Wyser-Pratte.)

Defeat of the Echlin-backed bill in the

Connecticut State House that would have

effectively delayed a special sharcholder’
meeting.

SPX announced that it had delivered to
Echlin demands from owners of approx-
imately 29 million Echlin shares, repre-
senting approximately 46 percent of Ech-
lin’s outstanding shares, to hold a special
meeting.

Echlin announced that, contrary to SPX
Corporation’s announcement, SPX had
not delivered sufficient valid demands to
Echlin to require

lin to call a special
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Risk Arbitrage

Guy P. Wyser-Pratte

@

WILEY
John Wiley & Sons, Inc.
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December 11, 1998

December 1998
through September
1999

Telxon rejected the $40 per share offer as
“insincere,” dismissing it as an attempt to
sabotage the company. Allegaions of ac-
counting fraud by Telxon caused Symbol
o rescind its offer.

Wyser-Pratte  remained in the  stock
as it was not totally clear that the allega-
tions of accounting fraud leveled against
Telxon were well-founded. It sold the
stock at the poine at which the Wyser-
Pratte team believed it had recovered as
‘much value as the circumstances permitted.
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3/28/77 — United Technologies Corp. (“United”) proposal of
$42/share for any and all
4/4/77 — B&W rejects United proposal





OEBPS/wyse_9780470442913_oeb_123_r1.gif
Assets
31 Warner & Swasey (long) ...
Liabilties and Capital
Bank Borrowings
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1,423
251
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ITT Corporation
USA

Defensive
L. Investment Statistics

Capital Invested® $54.40M
Wyser-Pratte Inital Purchase July 17, 1997 o
Wyser-Pratte Iniiates CG Action _September 16, 1997 $62.63
Wiyser-Pratte Ends CG Action  November 7, 1997 $80.31
Wyser-Pratte Sale of final piece  February 27, 1998 $68.04
afer merger

198.14%
Period of Corporate Governance
Action
Ticket I/ Ticket Out Return 9172%

 Forall Wyser-Pratee managed accounss imesied i tis sock
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Gross Spread
Interest Cost (17.9 Percent on $6,200
for 107 Days)

Dividends (45 Stock Record 3/10)
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Prosodie S.A.

France
L. Investment Statistics
Capital Invested $38.70M
Wiser-Pratte Inital Purchase  December 17,1999 €48.00

Wyser-Pratte Initiates CG Action  March 19, 2004

Wyser-Pratte Ends CG Action  March 21, 2007

Wyser-Pratte Closes Position March 26, 2007

Annualized Rate of Return—
Period of Corporate Governance
Action

Ticket In/Ticket Out Return —2.18%

* For ll W-P managed sccounts invesed in tis security.
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November 1993 Sears announced at its annual meeting that
it would not vote to spinoff Allsate. Mar-
ket perception was that the value of Sears
would rise if Alstate was spun off.
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Hobart/Canadian Pacific/Dart & Kraft

12/6/80 — Canadian Pacific Enterprises Lid. offers $23.50/share
for all stock, $380 million value. Hobart obtains
temporary restraining order in Ohio Federal Court

1/8/81 — Hobart sues to enjoin Canadian Pacific Enterprises
from proceeding. Basis of suit: offer violates federal
securities laws and regulation of the Federal Reserve
Board

1/9/81 — Hobart looking for suitor to top Canadian Pacifi
Enterprises offer

2/17/81 — Ohio Division of Securities approves Canadian
Pacific Enterprises offer

2/18/81 — DKI Holdings offers $40/share any and all. $460M
value withdrawal date 3/12/81
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4/4/81 — Formal offer by Fluor, withdrawal date 4/24/81,

prorated
4/10/81 — Seagram withdraws offer
5/81 — First part of merger completed, prorate acceptance
78 percent
8/3/81 — St. Joe stockholders approve merger basis 1.2 shares

Fluor per share St. Joe effective 8/3/81
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June 1995

Late July 1995
November 1995

through December
1996

1996

Under pressure by stockholders, Norchern
Electrics board of directors restructured
and recapitalized the company in a package
worth /3 per share. Shareholder value was
enhanced significantly even in the face of
lapsed bid. It also gave Trafalgar House the
20 ahead to launch a new bid.

Trafalgar House decided not to launch a
new bid for Northern Electric.

Once the period of corporate gover-
nance intervention had ended, the Wyser-
Pratte team continued to hold the stock
for another year for the arbitrage opportu-
nities.

CalEnergy acquired Northern Electric in
a hostile bid
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(15) ($3900) + (.30) [(1100.5) — (.25) (3900)] = $740.
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Assets
100 CIT Financial (long) .
Liabilities and Capital
Bank Borrowings
15 Percent “Haircut” ..........
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Original Sale of 650 Regular
ADRs @ $4
Repurchase of 630 Regular
ADRs @ $3
Sale of 650 New
ADRs @ $2.50
Original Purchase of
100 Alloys @ $19%
Realized Gross Spread

$3,087.50
(2307.50)
1,625.00

(1,950.00)
$455.00
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February 14, 2000

‘GRClI entered into an Agreement and Plan
of Merger with AT&T Corporation for a
cash price of $15.00 per share. Following
the acquisition, GRCI came to operate
as a unit of AT&T Government Markets
within AT&T Business Services.
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Gross Spread: On tender .74 (52.5-47) =
On exchange .26 (30.6-5
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4/15/80) — Grand Metropolitan hopes to begin $30/share offer
4/21/80. 3415 million value—S867.50 for 7 percent
preferred $114.94 for $5.25 convertible preferred

4/21/80 — Formal offer by GM Sub Corp. expiration date:
5/15/80 withdrawal date 5/12/80

4/22/80 — Temporary restraining order

4/23/80 — Liggert proposes to sell Austin Nichols & Co. to
Pernod Ricard, Paris for $97.50M (Wild Turkey
Bourbon)

5/1/80 — Liggett discussing friendly takeover offer with
unnamed suitor

5/7/80 — Standard Brands proposes $63/share for 45 percent
of Liggett’s shares value $363M. Remainder $3.80
convert stock plus $70 for 7 percent preferred

Signs that Grand Metropolitan will increase
bid—told South Carolina judge it was considering
higher offer if cleared from legal delays

5/12/80 — Standard Brands offer made official withdrawal date
5/16/80

5/13/80 — GM Sub Corp. offer made official withdrawal date
5/28/80

5/15/80 — Grand Metropolitan Ltd. increases offer to $69/share

common $158.62/share for 5 percent convertible
preferred, and $70/share for 7 percent preferred

80 — Standard Brands withdraws offer

5/9/80 —
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(26 days)

78 2 S(6240) +
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365 days 36‘
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Eversharp Common—
300,000 Eversharp

227 shares outstanding

$0.50 Preferred = 105,769 common
06 Eversharp

$1.00 Preferred = 230,672 common

Unexercised stock options = __ 39,963 common

Total pool = 2630.633





OEBPS/wyse_9780470442913_oeb_233_r1.gif
February 26 'WHX raised its offer to $32. Teledyne later
rejected the offer.
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GM Hughes Electronics
USA

Defensive

L. Investment Statistics
Capital Invested® $5.10M
Wyser-Pratte Inital Purchase  April 11,2003 1052
Wyser-Pratte Initiates CG Action _ April 11, 2003 $10.52
Wiyser-Pratte Ends CG Action  November 4, 2003 $16.33
Wiyser-Pratte Closes Position  November 4, 2003 $16.33
Annualized Rate of Return— 46.12%
Period of Corporate Governance
Action
Ticket In/Ticket Out Return 42.02%

* Forall Wyser-Pratee managed accounts imesied in this seuriy
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Medical Care America
USA Defensive

1. Investment Statistics

Capital Invested” $26.90M

Wyser-Pratte Initial Purchase November 1, 1993 $24.00

Wyser-Pratte Initiates CG Action  November 15, 1993 $22.00

Wyser-Pratte Ends CG Action  May

. 1994 529.00

Wyser-Pratte Sale of Merger Deal _September 6, 1995 $46.97

Annualized Rate of Return— 61.45%
Period of Corporate Governan

Action

Ticket In/ Ticket Out Return 62.21%

For sl Wysr-Prate managed accounts mvested in s sock.
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Assets
100 NEN (long)
Liabilities and Capital
Bank Borrowings ..
15-t0-1 Ratio ...
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Gross Spread

Interest Cost (18.4 Percent for 65
Days on $3,900)

Dividends Long

Dividends Short

Net Spread
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March 11, 1994

March 21

April 4, 1994

May 13

November 10

February 22, 1995

March 31

Wyser-Pratte wrote a letter to the board
of Sears urging them to spinoff’ Allstae.
Wyser-Pratte stated “investors and analysts
simply do not like the volatility and un-
predictability of Sears EPS caused by All-
state, and they would prefer climinating
that source of uncertainty.”

Wyser-Pratte filed a proxy with the SEC
for a spinoff proposal to be included in the
Sears proxy.

“The Sears board blocked sharcholders from
voting on the spinoff proposal at the anmual
meeting by not putting the issue on the
proxy.

Sears’ sharcholders overwhelmingly de-
feated a proposal calling for the retailer to
spinoffits Allstate insurance unit.
Wyser-Pratte atended Sears’ annual meet-
ing, and publicly voted the proxy of the LA
Police and Fire Deparament Fund, a major
California public pension fund, in favor of
the spinoff proposal

Sears stated it would spinoff its remain-
ing 80.2 percent stake in Allstate through
stock dividend to Sears’ sharcholders, leav-
ing Sears to be solely a retail company.

Sears said it would hold a special meeting
for sharcholders to vote on the proposed
spinoff.

Sears announced that its sharcholders ap-
proved the company’s proposal to spinoff its
ownership in Allstate. OF the shares voted,
over 99 percent were in favor of the spinof.
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Assets
100 Warner & Swasey (long) ........... $5.400
Liabilties and Capital
Bank Borrowings
15 Percent “Haircut” ...
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Liabilities and Capital
1251TT
(short) 7,328
Less 125 11T
(borrowed)
Bank Borrowings ...

Capital
30 Percent “Haircut”
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Assets
100 St. Joe Mineral (long)
Liabiliies and Capital
10 Fluor (short)
Less 10 Fluor (borrowed)
Bank Borrowings .
“Haircut” 15 Percent on long
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42 x $72%
33.62 x 27
219 x 59%
Total Proceeds
less cost of 100 Eversharp
Realized Gross Spread

$3,050.25
96.66
29.76
$3,276.67
2,925.00

$351.67
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$36 = (055 x $58) = $4.10
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Assets
26 Pullman (long)
Liabilities and Capital
28.6 Wheelabrator-Frye (shorg)  $1,316
Less 28.6 Wheelabrator-Frye
(borrowed) (1,316) $—0—
Bank Borrowings e, 827
30 Percent “Haircu 395
$1.222
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3. Borrow 1,000 LTV

Buy 1,000 LTV @ $48 = $48,000
Tender a total of 2,000 LTV and receive
@) $20 cash per share = (40,000)
Deficit $8,000
and (b) 1,000 LTV B preferred which are
sold short! @ $60 = 60,000
Deficit from (1) (8.000)
Proceeds on remaining short position $52,000
Cover borrowed 1,000 common @ $48 = (48.000)
Net Profit on 1,000 LTV = 54,000

Profic per share = $4.00

4. Borrow 1,000 LTV

Buy 1,000 @ $48 = 348,000
Tender 2,000 LTV and reccive.
(@) $20 cash per share = (40,000)

Deficit 375,000
and (b) 1,000 B prefersed plus the $1.50
dividend per share
Remaining Deficit
Convert the 1,000 B preferred into 1,250
common (fier receipt of preferred
dividend) of which return 1,000
LTV against borrowed position and sl
remaining 250 common @ $48
s deficit from (b) =
Net profit per 1,000 shares =
o1 $5.50 per share:

5. Instead of buying the common directly in (1) through (4), buy
the 5 ¢ convertible bonds 1 follows:
SIM bonds @ 138 percent
Conversion costs
Acerued interest
Total cost
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July 8, 1998
July 9

The European Union approved the deal.
The merger was completed. It created one
of the world’ largest independent com-
panies supplying components o both au-
tomotive original equipment manufacur-
ers and the afiermath. Wih the merger
complete, Dana now manufactures prod-
ucts used on more than 95 percent of
the world’s motor vehicles. The combined
company offers more comprehensive prod-
uct lines including firel systems and engine
management components, brakes, and ve-
hicular drivetrain components and systems
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GRC International
USA Proactive

L. Investment Statistics

Capital Invested S0.40M

Wiser-Pratte Initial Purchase  October7, 1999 $8.50

Wyser-Pratte Initiates CG Action  October7, 1999 $8.50

Wyser-Pratte Ends CG Action  February 14,2000 $15.00

Wyser-Pratte Sale Date February 14,2000 $15.00
Annulized Rate of Return— 214.66%
Period of Corporate Governance

Action

Ticket In/ Ticket Out Return 214.71%

* For all Wyser-Prate managed accounts inesied in tis stock
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Regular ADR Shares - $350
Sterling Shares — $3.60
New ADR Dollar Shares — 5250
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(©0)
(363)

=5$1,378

(51,798) — +(52,208)

51,473
51,378

Return on Capital

= 107 Percent per Annum
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Gross Spread: On conversion in 90 days—$85.40 — $82 =
$3.40 with premium on conversion = $92 — $82 = $10
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November 3 Hilton raised its cash bid to $80 per share.
November 7 Starwood Lodging raised its offer again to
$85 per share in cash and stock.
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April 1, 1996

August 15

Teledyne and Allegheny Ludlum Corpora-
tion agreed to merge in a $3.2 billion deal
‘The offer stated that Teledyne’s sharchold-
ers would receive 1.925 shares in the new
entity for each of their Teledyne shares.

Sharcholders approved Ludlum’s acquisi-
tion of Teledyne, which closed shordy
after.
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American Maize Corporation

USA/France Defensive
1. Investment Statistics

il Invested $17.50M
Wser-Pratte Inital Purchase  January 27, 1995 $33.50
Wyser-Pratte Initates CG Action _June 28, 1995 $30.63
Wyser-Pratte Ends CG Action _July 10, 1995 $40.00
Wser-Pratte Sale Date July 12,1995 $39.50
Annualized Rate of Return— 930.24%
Period of Corporate Governance
Action
Ticket In/ Ticket Out Return 22.30%

* For all Wyser-Prate managed accouns invsted in
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June 19,1996

July 22,1996

August 1

August 5
August 21

October 3

November 12

Rexene received an unsolicited proposal
from Huntsman Corporation to acquire all
of its outstanding shares at $14 per sh;

Rexene’s board of directors rejected the
proposal. The board considered a wide
range of factors, including the hisorical
and present market valuation of the com-
pany’s common stock, the then present
condition of the commodity chemical in
dustry and the company’s future prospects
in reaching its conclusions

Rexene received a second unsolicited ac-
quisition proposal on August 1 from
Huntsman for $15 per share.

Rexene’s board unanimously rejected the
proposal

Huntsman dropped its $286.5 million
successful bid.

Wyser-Pratte filed a Form 13D with the
SEC soon after Rexene rejected Hunts-
man's $15 per share offer. The filing said
Wyser-Pratte hoped to make changes in
the company’s management and board of
directors that would lead it to consider pur-
chase offers from third parties.

Wyser-Pratte and the investment firm
Spear, Leeds & Kellogg increased their re-
spective stakes to 9.8 percent in November.
Wyser-Pratee also launched a proxy bat-
de to remove Rexene’ board members
and sell the company, and to adopt bylaw
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1 J K
Market Value in

Warner Lambert Market Value in Parity per

(G x 572 Frawley (H x 2.50) Eversharp (1 +J)
$30.23 $31.48
3073 3188
31.27 3231
3182 3274
3238 319
97 33.65
3357 3413
3421 3464

3487
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November 6, 1998 Weyerhaeuser (WY) sent a letter to
Willamette (WLL) proposing to acquire all
of the outstanding common stock of WLL
for $48 per share in cash, a 38 percent
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Conrail

USA Defensive
I. Investment Statistics

Capital Invested” $5270M

Wyser-Pratte Inital Purchase November 21,1996 $94.63

Wyser-Prarte Initiates CG Action _January 13,1997 $100.50

Wyser-Pratte Ends CG Action™™ March 7, 1997 $113.63

Wyser-Pratte Sale Date—tender of  March 4, 1997 si1288

shares in partial tender offer

Annualized Rate of Retur 9159%

Period of Corporate Governance

Action

Ticket In/ Ticket Out Return 7446%

 For all Wyser-Prtie managed accounts invested i this stock.

-+ Altough the offcal notice of the dfiniive merger 3grcement wis made pubiic on
March 7, 1997, Wyser-Prate tendered s sharsin 3 prcalteder offr on March 4, 1997,
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Assets
100 Liggett long tendered ...
Liabilities and Capital
Bank Borrowings
15 Percent “Haircut” .
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Spread: $70.25 — $64.50 =

5.75 per Island Creek
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(266 days)

($2,110)-————— = $1,538
B2 Gy = 51
1,464
Return on Capital = 2123
$1,538

=95 Percent per Annum
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November 6

At the annual meeting, Wyser-Pratte’s
nominees and bylaws were rejected, afier
AIM Management changed its vote “for”
t0 an “abstain” on the day of the meet-
ing. Technically, any “abstain” vote had the
same affect as an “against” vote.
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Assets
100 Liggett (long) .
Liabilties and Capital
Bank Borrowings
15 Percent “Haircut”
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$351,67 Realized Gross Spread
(105.78) Interest Cost for 163 Days @ 8 Percent on $2,
—0—  Long Dividends

25.20) Short Dividends

$22069 Net Spread
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Assets
100 Canada Dry (long) ..
Liabilties and Capital
Bank Borrowings ..
Capital
15-to-1 Ratio






OEBPS/wyse_9780470442913_oeb_302_r1.gif
February 2, 2002

March 15

97 percent of Willamette is tendered to
WY.

Weyerhacuser completes the acquisition of
Willamette.
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Assets
100 Twwentieth Century Fox Film ... $6,200
Liabilites and Capital
Bank Borrowings §5.270
15 Percent “Haircut” 930
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Van Dorn Corporation

USA Defensive
L. Investment Statistics

Market Capiclization April 1992 $121.20M
Capital Invested $4.90M
Wyser-Prate Initial Purchase  January 7, 1992 81856
Wyser-Prate Initates CG Action _ April 22, 1992 sis.13
Wyser-Prate Ends CG Action  December 18, 1992 $20.38
Wyser-Pratte Sale Date™* January 28,1993 $2038
Annualized Rate of Return— 5276%
Period of Corporate Govern:
Action
Ticket In/ Ticket Out Return 2041%

For all Wyser-Prte managed sccounts vt
* Final 100 shares wre sold on April 26, 1993

i this stock,
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Distribution Distribution
Balance of Warner Lambert Balance of
Frawley per Eversharp. Frawley per
®0) 1 mil. /) Eversharp (E-F)
1319514 04162 05016
04232 0.4501
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Rexene Corporation
USA

Proactive

L. Investment Statistics
Capital Invested* $25.70M
Wyser-Pratte Initial Purchase August 26,1996 $11.10
Wyser-Pratte Initiates CG Action  August 26, 1996 $11.10
Wyser-Pratte Ends CG Action June 9, 1997 $15.50
Wyser-Pratte Sale Date August 29,1997 $16.00
Annualized Rate of Return— 5037%
Period of Corporate Governan
Action
Ticket In/Ticket Out Return 34.34%

* Forall Wyser-Prtte managed accounts inesied i dis stock
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November 22, 1998

April 2, 1999

AMP agreed 0 a rival bid of $11.3 billion
in stock from Tyco Inernational Ltd. The
Tyco deal gave AMP sharcholders
Tyco stock for each of their AMP shares.
The boards of Tyco and AMP approved
their agreement to merge into a com-
pany with more than $22 billion in annual
revenues and operations in more than 80
countries

Tyco announced the completion of the
merger.
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November §

November 15

November 18, 1999

December

December 22

Rumors of a takeover by Vodafone, which
would have to divest Orange, or France
Telecom, pushed the stock back up to
comparable level.

Vodafone made a hostle bid to acquire
Mannesmann for €103 billion. It offered
0 exchange 43.7 of its shares for one share
of Mannesmann. Vodafone needed only 50
percent plus one share of acceptances to ac-
quire Mannesmann

The two major risks to the deal were the
potential monopoly situation of the new
group and a rejection of the deal by a ma-
jority of sharcholders of the target.
Mannesmann’s CEO Esser found the price
100 low and asked the sharcholders to
ject the bid. Three main sharcholders with
about 30 percent publicly disapproved of
the bid. Mannesmann’s supervisory and
management boards rejected the bid, ar-
guing that the price was not high enough

Vodafone increased its bid for Mannes-
mann, offering 53.7 of its shares for 1 share
of Mannesmann. Vodafone wanted a 50.1
percent approval for the takeover and if it
succeeded, it would divest Orange.

German Chancellor Gerhard Schrocder
and other political leaders rallied against
Vodafone’s bid.

Guy Wyser-Pratte declared that he was
fully confident in sceking support from
the owners of 5 percent of Mannesmann’s
shares, the amount needed o call a special
sharcholder meeting. He wanted Mannes-
mann to start talking to Vodafone. The goal
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January 4, 1999

May 20

August 17

Pennzoil and Quaker State announced the
completion of its restructuring, including
the spinoff of Pennzoil’s Product Group.

Devon Energy proposes acquisition of
Pennzenergy

Pennzenergy and Devon Energy share-
holders approve the acquisition of Pennz-
energy.
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Assets
100 Rosario Resources (long) ..

Liabilities and Capiral
Bank Borrowings .

$3,995

705

15 Percent “Haircut’
$4.700
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Pre-tax Annualized Return.
on Capital (in percent)

Early Period
Scientific Data System/Xerox
Hartford Fire Insurance/ITT
“anada Dry/McCalls/Hunt Food
Eversharp/Warner Lambert
ed/Plessey Limited
ity Corp.

Later Period.
New England Nuclear/ DuPont
Reliance Electric/Exxon
CIT Financial/RCA
Richardson Merrill/Dow Chemical
20th Century Fox/Marvin Davis
Utah International/GE
Utah International/GE with options

123
3
32
63
228
(286) Loss

49
267
10
258
110

95
107
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ross Spread: $46.86 — $41 = $5.86
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Assets
38 CIT Financial (long) ..

Liabilities and Capital
Bank Borrowings
15 Percent “Haircut
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October 25, 1993

October 29

Surgical Care made an unsolicited offer to
buy Medical Care America for $967 mil-
lion in stock or $26 per share,

Medical Care’s board of directors rejected
Surgical Care’s proposal.
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Assets
100 Richardson Merrell (long) ... $3.900
Liabilties and Capital
Bank Borrowings ............
15 Percent “Haircut” ...
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4 x $2.73/876 total capital = 14.36 percent
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Premium
Market  Carrent  Conversion Payback
Price  Yield alue  Period
$4.50 “I” Pfd
convertible @ $61 $104%, 4.30 9% 39y,
$4.00 1" Pid
convertible @ $61%2 100 4.00 49 22
$4.00 “K” Pfd
convertible @ $64 965 56 24
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$3,090

(191.40)

(38.34)

14

—0—
52,874

Gross Spread

Interest Cost on $5,400 @ 15.22 Percent
for 85 Days

Interest Cost on $1674 @
55 Days

Warner & Swasey Dividends (45 Record
2/7)

Bendix Dividends

Net Spread

5.20 Percent for
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U.S. Shoe Corporation
USA Defensive

I. Investment Statistics

Capital Invested® $26.40M

Wyser-Pratte Inital Purchase August 11,1993 $9.00

Wyser-Pratte Initiates CG Action  December 12,1994 $16.00

Wyser-Pratte Ends CG Action  April 18, 1995 $27.63
Wyser-Pratte Sale Date May 12, 1995 528,00
Annualized Rate of Return— 208.89%
Period of Corporate Governance

Action

Ticket In/ Ticket Out Return 200.83%

 Forall Wyser-Prate managed accounts ivestd in i stock.
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April 3, 1998

April 16

+ Require the vote of a majority of the
ousstanding shares to change any of the
foregoing bylaws,

+ Repeal any bylaws adopted by the board
of directors after November 1,1997.

Pennzoil negotiated a setdement with Guy
Wyser-Pratte where Pennzoil modified its
existing sharcholder rights plan, adding
several features to the company’s position
pill. Wyser-Pratte withdrew his nomina-
tion for election to Pennzoils board of di-
rectors along with the bylaw amendments
and other proposals he was scheduled to
submit at the company’s May 7th mecting.
Pennzoil, in effect, adopted Wyser-Pratte’s
proposed corporate governance scheme.

Pennzoil announced it would split into
two companies, one of which would buy
Quaker State Corp. in a transaction val-
ued at more than $1 billion in stock and
assumed debe. The other company was to
become Per

zenergy.





OEBPS/wyse_9780470442913_oeb_149_r1.gif
Assets
28 St. Joe Mineral (long)

10 Fluor (short) 5433
Less 10 Fluor (borrowed)
Bank Borrowings .
“Haircut™ .
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Gross Spread: $38 — $31.21 = $6.79 per preferred

or
(542 x 0.4 = 0.43 x $38) — $32 =
$35.78 — $32 = $3.78 per Bullard
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March 7

March 17

April 24,1995

June through
September

The offer was increased to $31 per share.
Hillhaven rejected both offers
Wyser-Pratte threatened a proxy fight at
Hillhaven’s annual meeting if Hillhaven re-
fused a merger with Horizon. Also, Wyser-
Pratte filed a preliminary proxy statement
with the SEC to nominate William Frazier
0 the Hillhaven board.

Vencor Inc. and Hillhaven joindy an-
nounced that they had entered into a
definitive merger agreement. Under the
terms of the agreement, Hillhaven stock-
holders received $32.25 per share, or $1.5
billion in value

Wyser-Pratte  held  discussions  with
investors and the media about its proxy
batde, within the limits of the
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Assets
74 Pullman tendered ................. .
26 Pullman (long)

Liabilities and Capital
Bank Borrowings $3,995
15 Percent “Haircut” ................ 705

$4.700
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Assets
100 Reliance Electric (long)

Liabilities and Capital
Bank Borrowings .
15 Percent “Haireu






OEBPS/wyse_9780470442913_oeb_107_r1.gif
11/16/77—Kennecott Copper Corp. offers $66/share ($567M
value). Eaton drops out of bidding
11/17/77— Directors of Kennecott and Carborundum approve
cash offer
11/25/77 — Kennecott served with stockholders suit
12/6/77 — Holders motion for preliminary injuction denied
12/19/77—NY appeals panel clears cash offer
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Assets
62 Bendix preferred W/1 .

Liabiltes and Capital
Bank Borrowings
“Haircut” .
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April

, 1998

‘The deal became questionable when Cen-
dant revealed that it had accounting prob-
lems. News of Cendant’ accounting ir-
regularitics sent its stock tumbling, and
the shares traded at about 35 percent of
their level at the dme. Cendant offered to
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$2261> versus 2 x $1135 = $227'/s
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January 6, 1995 American Maize received an offer of $32
per share from Eridania Beghin-Say, which
was rejected by William Ziegler 11, the
owner of a majority of the voting shares.
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Assets
100 NEN (long) ...
Liabilties and Capital
Bank Borrowings
Capital Requirement?” .

- $3,870
430
$4,300
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September 27, 1995 Stockholders approved the merger of Hill-
haven and Vencor, which created one of
the nation’s largest healthcare providers.
The deal officially closed on September 28
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Liabilities and Capital
137.6 Amax short $5,917
Less 137.6 Amax (borrowed) ($3.917)
Bank Borrowings
30 Percent “Haircut” 1,775

$4.700
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Assets
69 Warner & Swasey to be

pted from tender

31 Warner & Swasey (long)

ac

Liabilites and Capital
47 Bendix (short)
Less 47 Bendix (borrowed)
Bank Borrowings
Haircut®

52538
(52.538)
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December 4

January

3,1997

provisions designed to give sharcholders a
greater say in akeover matters.

Huntsman returned with a new proposal
t0 acquire Rexene in a merger transaction
for $16 per share.

Rexene reported a willingness to accept a
offer of $16 pershare,as long as it was ully
anced and completed in 60 days.
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October 15, 1996

December 19

January 13, 1997

January 17

January 22

January 23

CSX announced its plans to buy Conrail
for $8.4 billion to create the nation’ third-
largest railroad

Norfolk Southern entered the picture by
offeringa bid of $115 per share, which rep-
resented total value of approximately $10.4
billion

Wyser-Pratte announced that it intended
to conduct a proxy fight and seck an
amendment o the bylaws of Conrail,
which would encourage greater respon-
siveness by Conrail to the views of its
sharcholders. Under the proposal, anti-
takeover defenses against certain premium
ash tender offers had to be terminated
after ninety days unless sharcholders ap-
proved the board’ opposition to the offer

Sharcholders voted down the proposal by
CSX.

Wyser-Pratte announced its proposal that
Norfolk Southern sponsor a voting trust
that would scek to control at least 50 per-
cent of the vote of Conrail’s sharcholders
onrail’ anti-

concerning the repeal of
takeover provisions.
Wyser-Pratte attended the annual meet-
ing, during which
t0 management demanding that it accept
Norfolks offer. Wyser-Pratte also sought
t0 rally the shareholders around this goal.

me he made a specch
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Pennzoil Company

USA Defensive
1. Investment Statistics

Capital Invested” $67.00M
Wyser-Pratte Initial Purchase June 23, 1997 §77.77
Wyser-Pratte Initiates CG Action  December 1, 1997 $65.75
Wyser-Pratte Ends CG Action™  August 25, 1999 $39.65
Wyser-Pratte Sale Date” August 25,1999 $39.65
Annualized Rate of Return— —25.87%
Period of Corporate Governance
Action
Ticket in/Ticket Out Return —31.31%

+ Forall Wyser-Prate managed accounts smesied in i stock.

= Sale of il pece of merger—Devon Energs,thi price does not incude the
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LAC Minerals Ltd.
Canada Defensive

1. Investment Statistics

Capital Invested® $6.10M
Wyser-Pratte Initial Purchase  July 11,1994 $9.45
Wyser-Pratte Initiates CG Action _ July 20, 1994 $9.50
Wyser-Pratte Ends CG Action  September 19, 1994 $13.50
Wyser-Pratte Sale Date September 16, 1994 $12.00
Annualized Rate of Return— 251.95%
Period of Corporate Governance

Action

Ticket In/Ticket Out Return 97.18%

* For all Wser-Prate managed accouns invsted in
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Assets
100 Alloys Unlid (long)
Liabilites and Capital
Bank Borrowings $1,828.00
Capital
15-t0-1 Ratio ..

950.00

122.00
$1,950.00
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Telxon Corporation
USA

Proactive

L. Investment Statistics
Capital Invested® $28.00M
Wiyser-Pratte Inital Purchase  June 2, 1998 $30.13
Wyser-Pratte Initates CG Action June 8, 1998 $31.26
Wiyser-Pratte Ends CG Action  November 30, 1998 $27.00
Wyser-Pratte Sale Date September 21, 1999 $8.00
Annualized Rate of Return— —28.42%
Period of Corporate Governance
Action
Ticket In/Ticket Out Return —67.30%

 Forall Wyser-Pratee managed accounts invsied i dis stock.
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$40 — 835

$35

$5
= 53573 = 129 percentperanmum
5

x3 (four-month periods per year)
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Mannesmann AG

Germany Defensive
L. Investment Statistics

Capital-lnvested* $34.50M
Wyser-Pratte Iniial Purchase  November 24, 1999 €157.40
Wyser-Prate Iniiates CG Action  December 22, 1999 €231.60
Wyser-Pratte Concludes CG February 9,200 €27857
Action
Wyser-Pratte Closes Position  March 13,2000 €360
Annualized Rate of Return— €151.09%
Period of Corporate Govern
Action
Ticket In/Ticket Out Return €186.09%

 For all Wyser-Prtie managed accounss ivestd i s sock
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Assets

100 Canada Dry (long) L 3,600
Liabilities and Capital

578 Hunt Foods

(short) $3,190
Less 578 Hunt Foods
(borrowed) (3190) ... $—0—
Bank Borrowings ...
Capital

30 Percent “H:
15-to-1 Ratio

© $1,080
58
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January 8

January 10

January 21

An Oregon judge granted Wyser-Pratte’s
request o expedite the case and ruled that
Willmette must give sharcholders at least
48-hours notice before closing any altcr—
native transactions with Georgia Pa

Wyser-Pratte Management sends a mm
to Chubb as the carrier of the D&O cov-
enage for Willunette to inform the com-
pany of its concerns that recent actions
by Willamette’s directors may constitute a
breach of their fiduciary duties to share-
holders.

CalPERS, at the urging of Wyser-Pratte
Management, called on the board of direc-
tors of Willamette to give up its fight with
Weyerhaeuser.

Willamette announces it has accepted a bid
from Weyerhacuser of $35.50 per share.
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Liabilites and Capital
650 Plessey Ltd.

ADRSs (short) $3,087.50
Less 650 Plessey Lid.
ADRs (borrowed) (3.087.50) ... —0—
k Borrowings .. L 1.277.00
apital
30 Percent “Haircut™  $585.00
15-to-1 Ratio 88.00 ....__673.00

$1,950.00
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Assets
100 Twentieth Ce
Liabilties and Capital
100 UTV (short) 775
Less 100 UTV (borrowed)  (775)
Bank Borrowings
15 Percent “Haircut™

tury Fox Film .. $6,200
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Assets
100 New England Nuclear (long) .

4.
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$73 — Y5 x $58 = $34.33
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July 1, 1995

July 1995 through
March 1996

Sears finished the spinoff of its majority
suke in Allstate Corp., representing the
biggest spinoff ever at $10.7 billion, Sears’
sharcholders received 0.93 of an Allstate
share for every share of Sears’ common
stock

Wyser-Pratte remained in the stock after
the spinoff as it believed there was addi-
tional value in the stock.
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S

5
[©]
298

Gross Spread

Interest Cost (16.5 Percent on $5238
for 26 Days + 20 Percent on $1466,
91 Days)

Dividends Long ($.225) Record 6/5
Dividends Short (26) Record 6/30
Net Spread
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December9, 194 Trafalgar House made a conditional bid
for Northern Electric at £10.45 ($16.19),
which it raised to £11 ($17.05) per share
in February 1995,
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0.4419 Warner Lambert + 0.3362 Frawley
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Assets
100 Chubb (long) $6,500
Liabilities and Capital
Less 100 First Natl. City (shorg)
Less 100 First Natl. City (borrowed) .. $—0—
Bank Borrowings
Capital
30 Percent “Haircut”  $1,950
15-t0-1 Ratio 2
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Assets
38 CIT Financial (long) ..






OEBPS/wyse_9780470442913_oeb_287_r1.gif
August 5, 1999 Wyser-Pratte was granted opt
International by Frank Cilliffo from his






OEBPS/wyse_9780470442913_oeb_235_r1.gif
$45.00

Slorwih Absgnary

Luctum a1 1925

7O accapts share xchange|

VX icroasos ofr 53]
er sharo. TOV reocs.

Viysor Prate domands
sl o company and les

o nominate diociors.

10530 por share

iysor Pt sonde a BT o

o acial pursun a salo of the

company or one o s disions.

10 borud urging the company

4000
2500

Novarber 1904, WX ofes| WX nceases ofr]

522 por share TOY ofcts.

196 0nv g1
960y s0
oz

ssirar

semrol

10
ssun iz
ssunct
ssunrso
96 fom gz
o6 fom 21
96 fovi 60
96 A 10
pogourey
961wt
96w 0
s
96 i 61
96 mi 11
91 10
s6aaze
ssast
96450
s6ur oz
puer ot
purr ot
s6uren
690012
sooeact
Seron 1
$610%
S60my sz
Semro

sounrzo
Soutv iz
56 mi 01
Souer 1z

v5osa 91

g 8 g g
g8 8 § 2

oate





OEBPS/wyse_9780470442913_msr_cvi_r1.jpg
“[Wyser-Pratte is] the dean of the arhitrage community.”
—The Wall Street Journal

RISK

ARBEEIR A G

GUY P. WYSER-PRATTE
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204259 05 + B (5395) = 579

(365 days) (365)
301
Return on Capital = =—
79

4381 Percent per Annum (pre-tax)
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1. Buy and subse
LTV common
Receive $20 Cash per share
Cost of 300 LTV B preferre
Sell short 300 LTV B preferred @ $60 =
Cost price of 300 LTV B preferred =
Gross profit = $1,200 per 600 shares, or $2 per share

2. Buy 240 LTV @ $48 =
Borrow 400 LTV and tender a total of 640
LIV for which are exchanged (1) $20
cash per share =
and (b) 320 TV B preferred, each of which would
receive $1.50 dividend on 15 Dece
“Total Profi
per 240 shares, or $7.33 per share

528,800
(12,000)
$16,800
518,000
(16,800)
1,200

(811,520)

12,800

480
51760
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100 Carborundum (long) .............

Liabilties and Capital
Bank Borrowings
15 Percent “Haircur”
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Return on Capital

= 1080 Percent per Annum (pre-tax)
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November 19

November 21

December 1

December 8

After Medical Care talked with other po-
tential buyers, it suggested that Surgical
Care naise its offer and Surgical Care re-
jected its request.

Wyser-Pratte sent a letter to the board
of Medical Care demanding negotiations
with Surgical Care and threatened a proxy
igh, which was reported in Medical Care’s
home state of Texas. Shortly thereafier,
Medical Care began to act in ways that
were more sharcholder friendly:

Medical Care asked to meet with Surgical
Care to discuss the
Medical Care reaffirmed that the previ
ously announced proposal to merge was
not in the best interest of the company or
its shareholders.

dvantages of a merger.
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Additional exchange loss = 75 percent x 25 percent premium
18.8 percent
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April 28

August 22

October 6

November 4

Wyser-Pratte seeks legal action, planning to
force GMH tracking sharcholders to sell a 34
percent interest in Hughes to the News Corp.
for $6.6 billion.

Wyser-Pratte believes that GM would receive
superior compensation than planned for GMH
holders. Guy Wyser-Pratte says that this would
violate GM’s own Certificate of Incorporation,
which prohibits discrimination between GM
and GMH shareholders.

Wyser-Pratte initiates legal action against Gen-
eral Motors board. Suit alleges that GM directors
breached fiduciary duties by approving a trans-
action favoring GM pension fund over other
sharcholders in the News Corp. acquisition.

GM plans to seek shareholder approval for its
proposal to spinoff its wholly owned subsidiary,
Hughes Electronics Corp.

GM shareholders give strong approval to spinoff’
Hughes Electronics.

Wyser-Pratte closes its position.
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Assets
100 Richardson Merrell (long) .
Liabilities and Capital
31 Dow (short) $1,100.50
—31 Dow (borrowed)  ($1,100.50)
Bank Borrowings
“Haircut™!

- $3,900






OEBPS/wyse_9780470442913_oeb_199_r1.gif
December 1992 Wyser-Pratte held its position to take ad-
through April 26, vantage of the remaining merger arbitrage
1993 opportunitis in the stock.
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1962 — $1.47

1963 — $1.68
1964 — $1.98
1965 — $2.44

1966 — $3.34
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Willamette Industries, Inc.
USA Defensive

L. Investment Statistics

apital Invested $36.00M
Wyser-Pratte Initial Purchase November 29, 2000 $49.61
Wyser-Pratte Initiates CG Action  March 19,2001 $46.40

Wyser-Pratte Ends CG Action  January 22, 2002

Wyser-Pratte Sale Date February 13, 2002
26.09%

Period of Corporate Governance

Action

Ticket In/ Ticket Out Return 17.16%

 Forall Wyser-Prtte managed accouns ivested i dhis sock
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@ (b)

Assumed Current © @ ©
Market Price  Yield on  Percent Over  Current  (b)-(d)
of New New. Comversion  Yield on  Payback
Preferred Preferred Value® Common  Period’

§73.28 3.07% —0— 18%  —0—yrs.
75.00 3.00 234 18 19
76.00 2.96 70 18 32
77.00 292 5.08 18 45
78.00 2.89 644 18 5.9
79.00 285 781 18 75
80.00 2581 9.20 18 9.0
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Assets.

100 Hobart long tendered
Liabilites and Capital

Bank Borrowings

15 Percent “Haircut”
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July 27,1994 Nine Westsenta letter to the chairman and
members of the board of directors of the
US. Shoe Corporation proposing a com-
bination of the foorwear businesses of the
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§32.74 — $29.2:






OEBPS/wyse_9780470442913_oeb_241_r1.gif
Northern Electric, plc
USsA Defensive

1. Investment Statistics

Capital Invesed” $29.90M

Wyser-Prate it ase  December 21, 1994 $15.63

Wyser-Pratte Initiates CG Action  March 31,1995 $11.70

Wyser-Pratte Coneludes C November 7,195 $1431

Action
Wyser-Pratte Closes Position December 12,1996 $9.97
Annualized Rate of Return— 101.03%
Period of Corporate Governance

Action

Ticket In/ Ticket Out Return —28.23%

= For all Wyser-Prate managed accounts imested in his tock.
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March 2007 Wyser-Pratte tendered all of its shares to
Apa Partners” buyout offer.
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Assets

100 Reliance Electric Corp 6,100
Liabilites

Bank Borrowings

“Haircut” 915

6,100
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January 20

February 22

March 13

Early June

June 28

American Maize announced that it had re-
ceived a revised proposal to acquire the
company for $37 per share, which Ziegler
also thought was inadequate.

A definitive agreement was announced
with Eridania Beghin-Say, announcing a
tender offer at a purchase price of $40 per
share.

The board voted 8-1 to accept the $40 per
share offer and Ziegler was the only vote
on the board to reject the offer.
Wyser-Pratte prepared a_ lawsuit against
Zieglerand the board for its breach of fidu-
y duty to sharcholders.

At the annual board meeting Wyscr-Prate
challenged Ziegler and the board about its
blatan disregard for minority sharcholders
and disclosed the existence of an improper
transaction between Ziegler and his general
counsel
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Wallace Computer Services
USA Defensive

1. Investment Statistics

il Invested” $39.10M

Wyser-Pratte Inicial Purchase August1,1995  $28.94

Wyser-Pratte Initiates CG Action  August 20, 1996 $26.88

Wyser-Pratte Ends CG Action  November 6, 1996 $29.75

Wyser-Prate Sale Date November 11, 1996 $20.77
Annualized Rate of Return— 67.41%
Period of Corporate Governance

Action

Ticket In/ Ticket Out Rewurn 7.46%

 Forall Wyser-Pratie managed accounts imested i s stock.
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Interest Cost (7.25 Percent for 41 Days on $6,250)
—0— Dividends
$2.99 Net Spread
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120 "
2 % $1,006 + —— x $183 = $353.30

365 365
Net Spread

= Return on Capital

Sy = 9247 Bercent pez Aomom
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Agsets
100 New England Nuclear (long) .. $4,300
Liabilites and Capital

130 Dupont (short) $4810
Less 130 Dupont (borrowed)  (4.810)
Capital required—Federal™ 4555

Capital required—house?






OEBPS/wyse_9780470442913_oeb_198_r1.gif
December 18

Wyser-Pratte made a floor nomination of
William Frazier to bea director of the com-
pany. Mr. Frazier became a director.

Van Dorn finally agreed to be acquired for
$21 per share by Crown Cork & Seal Co.
Based on the negotiations conducted with
Crown and the solicitation process, the
Special Advisory Committee and the board
of directors believed that the possibility of
obuaining a higher price in the near term
was not sufficient to warrant trning down
the $21 offer. Therefore, they decided to
recommend that Van Dorn’s board of di
rectors accept Crown's offer, and the board
ofdirectors decided to accept Crown’s offer
and recommended that Van Dorn’ share-
holders vote in favor of the merger.
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December22  GM, Hughes, and News Corporation complete
Hughes transactions. Litigation is sill pending.
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Assets
69 Warner & Swasey to be
accepted from tender
31 Warner & Swasey (long)

Liabilties and Capital
Bank Borrowings $4.590
15 Percent “Haircut™ 810

$3,726
1,674
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3,055
a0 S

Net Spread
al

x 719 = $532

= Return on Capital
Average C:

$656.10
$532.00

23.3 Percent per Annum (pre-tax)
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A B c D
Eversharp  Total Frawley Subscriptions Equivalent
Common  Available for for Feawley Eversharp
Pool Exchange Percent Shares ey
2,643,0 —— == —0—
2,643,056 10 131951 43,984
2,643,056 20 263,902 87,967
2,643,036 30 395,853 131951
2,643,036 40 527804 1
2,643,036 50 639757 219919
2,643,036 60 791,706 263,902
2,643,056 70 923,660 307,887
2,643,056 80 08 351869
2,643,056 90 1,187,563 395,854
2,643,036 100 14
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Assets
100 Rosario Resources (long)
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October 14, 1998

October 1998
through March 1999

March 8, 1999

purchase ABL Cendant had to provide al-
most three tmes the number of shares
it had originally expected. The company
stated that it might seek to alter the terms
of the agreement to include more cash;
however, such a deal was less attractive to
ABL.

Cendant announced a mutual decision to
terminate the merger agreement,

Wyser-Pratte remained in the stock in
an effort to take advantage of perceived
arbitrage opportunities. It believed that
American Bankers was a valuable property
that ultimately would be bought

Fords announced that it would buy
American Bankers at $55 per share. Wyser-
Pratte Management sold its stock at that
time.
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Assets
100 Hardford Fire (long)
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Gross Spread: $14 — $10.30 + $3.70 per warrant, or
60 +57) 16 = $17.85






OEBPS/wyse_9780470442913_oeb_094_r1.gif
$1,665  Gross Spread
(237) Interest Cost (6.0 Percent on $5,300
for 272 Days)
90 Dividends (Long)
Dividends (Short)
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July 7, 1994 Royal Oak announces its C2 billion offer
for LAC Minerals.

July 18 LAC Minerls board of directors rejected
Royal Oaks offer.
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2488 Gross Spread

(95) Interest Cost (5.9 Percent Interest on 3,450 for 171 Days)
(@) Interest Cost (6.5 Percent Interest on 1,176 for 10 Days)
25 Dividends on Long Position  $.375  Exchange  6/6
2,716 Net Spread 375 Date: 6/9
25 6/9
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0.1717 = 0.1408
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February 18, 1998

February 23

February 27

Shareholders of Starwood Hotels approved
their company’s tzkeover of ITT Corpora-
tion.

The deal became official share in cash and
stock

Wyser-Pratte completed the sile of its
stock, reflecting the completion of the deal
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October 21,1999 Mannesmann’s price dropped 10 percent
10 €140 on the announcement of its bid
for Orange. The acquisition price was seen
as much too high.
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$4.71 x 4/845 +
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(105)

$930 7 = $267
(63)
295
Retwrn on Capital = 2200
5267

= 110 Percent per Annum
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Gross Spread: $89.05 + 1/ ($100) — $115 = $25.05





