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Interview of S.H. Meadows - 4
| work, which was a leam in my office, which | don?
2 include mysell necessarily.
K| Helen Friedh; Brooks Gruemmer, | cant
nterview of S.H. Meadors - 2||5  =memeriitvosTmouor samebdy ke, on
6 And Gillian Slacey on the other side and
1 she had o couple of people. And there were also
8 negotiations with other people on environmental
9 issues and pension issues, cther lawyers on both
10 sides.
i MR. BUSCHHAUSEN:  Negoliating posifions
- -~ pp - 12 would go through you, would they noi? '
INDEX OF PROCEEDINGS 13 MR MEADOWS:  They would come through
14 me.
15 MR BUSCHHAUSEN: ~ What is the difference
PAGE NUMBER] 16 between go through you and come through you?
' . 7 MR. MEADOWS:  Just semantics. Somebody
) - 18 would raise the issue, if it was raised with Helen,
nterview of Stanley T Meadows ... F-o5) w9 she would come see me and say, "What do we do?”
20 MR. BUSCHHAUSEN: It sounds fike you are
2l the lead negotiotor. Somebody has fo call...
2 MR MEADOWS:  Yes. it was just unusual
A in the sense that along the way, Gillian had told me
pL she didnt want me dealing wath the principals,
B L5 which were Rondy Benson and Andy Kramer.
Inferview of $.H. Meadows - 3 Inferview of S.H. Meadows - 5
| ] S0 as | normally would in o deal for Heico,
2 MR BUSCHHAUSEN:  Just in the inferes! 2 deal with people adfing as the principal. This
3 of time so we can cut lo the chose, can | just 3 become more lawyers than normal,
4 confirm whether you were able lo touch base with 4 MR, BUSCHHAUSEN: ks there a stary
5 Helen Friedii and Bruce, and ore they brought up fo 3 behind why you were asked not fo deal with those two
6 speed on the proceedings? 6 individuals?
7 MR MEADOWS: | 1olked lo Helen on the 1 MR MEADOWS:  She sent me an e-mail ond
8 phone this morning and | have been with Bruce ond 8 soid she didn't wonl me tolking fo her clients
9 Bob this morming. 9 becouse | om  lawyer. 1 said okay, it is not the
10 MR. BUSCHHAUSEN: - So you have been 10 end of the world. 1 is incanvenien’, but niot the
n brought up fo speed on the stalus of the proceedings N end of the world.
12 and, in porticular, | guess, the interview yeslerday 12 MR. BUSCHHAUSEN: ~ Would it be fair to
13 with Helen? 13 slate that you, in fad, were then leading the
14 MR MEADOWS:  Mhmm. 14 negotiation, due diigence or Iransadion feam, i |
15 MR. BUSCHHAUSEN:  So we won't go over 15 con call  thet, on behalf of Heico for the Ivaco
16 old ground in thot regard. Just with resped, then, 16 deal?
217 to the acqisition of the Ivaco enfifies by Heico, | 7 MR. MEADOWS:  Leading?
118 think it was described with you as lead negoiator; 18 MR BUSCHHAUSEN:  You had one person who
9 is that correct? 1} would fead the deal, right?
‘0 MR.MEADOWS:  Everybody con daim a role 0 MR. MEADOWS:  The deal would funnel
‘n os they perceive themselves. | play a role for n through me. But people would do due diligence under
Y] Heico of both negofiating or thinking about issues n different sections. Whether I paid aftention fo
‘n ond dedks. PA] thet or not depended on the inferest | hod or the
iyl During the course of this, mos! of the U level # reached.
5 discussions were between the people doing the legal 25 And negoliations, a fot of things are
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terview of SH. Meadows -6 | Inferview of S.H. Meadows - 8
1 discussed os language. And ths, wouldnY come to 1 leading the Heico teom?
2 me, because people would be satisfied with it 2 MR MEADOWS:  He hod o number of people
3 But any issues would come through me. | 3 he would report fo. He would report fo me; he would
4 was looked on by my dient, Heico, os the person 4 report fo B Roskovensky, who is COO of Heico; he
5 leading. 5 would report fo Larry Wolski, who is the CFO of
6 MR. BUSCHHAUSEN:  Your dlient, would you 6 Heico; he would report to Helen,
7 be looking ot Michael Heisley o5 being that 7 But basically, they oll would report back
8 individuaf? 8 fo me. But he reported direcily fo me or through
9 MR. MEADOWS:  Thatis right. 9 somebody. i would come up to me.
i0 MR. BUSCHHAUSEN:  And you would have a 10 MR. BUSCHHAUSEN:  You would wanl to know
N feam of individuals tha would work with you, Jon n what he wos doing, right?
12 Hicks and you mentioned Brooks Gruemmer? 12 MR MEADOWS:  Yes.
13 MR. MEADOWS: . Yes. 13 MR. BUSCHHAUSEN:  The finandial
14 MR. BUSCHHAUSEN:  So there was a legal 14 information, | think, would become his area of
15 teom and there was... 15 respansibifty that he would be reviewing?
16 MR. MEADOWS: A due dligence team, an 16 MR MEADOWS:  Right, but | wouldn!
17 analysis feam, | don know if we ever gove lhem 17 review all his defails. True,
18 different uniforms. 18 MR. BUSCHHAUSEN:  But you would wont to
19 MR, BUSCHHAUSEN: Bt in the end, when 19 know that he s at leost looking f if?
20 it came fo negotiation or posilions on points, they 20 MR MEADOWS:  Right.
21 would come foyou? 2 MR, BUSCHHAUSEN: ~ When the negoticfions
22 MR. MEADOWS:  They would come hrough n storted 1o shil, if | con coll it that, with
| 23 me. , 3 respedt lo the working copital discussions, af @
| 24 MR. BUSCHHAUSEN:  So you would hove to U point in fime, ond | believe it was, fef's soy early
L?S be aware throughout the process s fo whal is being 5 July, just based on information that others have
Interview of S.H. Meadows - 7 Interview of 5.H. Meadows - 9
1 done by whom, to make sure that your dlient's 1 told us, fo the use of September 30th as the
12 inferests were being appropriely covered off with 2 benchmark for a working copitol adjustment or
K| resped to Ihis transaction? 3 versus, | guess, an histarical benchmark, like March
4 MR MEADQOWS:  Yes. 4 311, 2004, which was being bondied about at a point
i 5 MR BUSCHHAUSEN:  And ! guess if you 5 in time, would you also have expected that Jon Hicks
6 needed clearance, you went o Michoel Heisley; is 6 and fis role would shift his investigative gears, so
7 that right? 7 s0 speak, and slort lo conduct investigation of
8 MR. MEADOWS: 1 would go o Mike, | 8 Seplembes 30th, 2004 eslimates?
9 would tell him where we are. Now, thot didnt mean 9 MR MEADOWS:  Well, thot was o
10 that he didn’ have direct input, because Randy 10 conlroversial issue.
in Benson and Andy Kramer would call him diredlly when [} MR, BUSCHHAUSEN:  The shift was?
P12 they didn’ fike my onswer, 12 MR MEADOWS:  There wos a lot of
113 MR. BUSCHHAUSEN:  He is the cfient, 13 discussion on working capifal. Firs!, dotes of
14 after all, right? 14 megsuremenl. But that was nof as controversial as
15 MR. MEADOWS:  He likes not to be called, 15 ..we were nol allowed fo diigence, lo do a review
16 but of course, that is a Iraditionaf technique. 16 of the estimate of the 9/30.
17 MR. BUSCHHAUSEN: s that generally or 17 Some ogreement thaf we were going fo limif
18 just with respect to Michael Heisley? 18 our diligence hasically came out of calls that Randy
19 MR. MEADOWS: ~ With Mike Heisley. He 19 had with Mike. We had done afl our diligence, you
20 does ot fike to be cafled. But he knows these 0 know, you are not allowed in; we would ask for
21 people and he, personality-wise, cannot resis! 2 information, you are not allowed fo have 1.
22 foking a call. There are other people just like n The mechanism that came up, because we
x| that, 3 couldn! do difigence on that numiber, is we sef a
24 MR. BUSCHHAUSEN:  Jon Hidks, he would A standard, We sef o stondard of how it is fo be
25 have reported fo you, | quess, then, if you were 4] measured. And this is the 2.1 provision in the
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Interview of S.H. Meadows - 10 Interview of S.H. Meadows - 12
! agreement. : 1 MR. BUSCHHAUSEN:  Or odual fo odlual?
i We anlicipated, and this was hotly 2 MR. MEADOWS: - Aduat fo adudl, | am not
3 negofiated, you con see in the drafis how it changed 3 sure whot you mean by .
4 fhroughoul. 4 © MR BUSCHHAUSEN:  Well, historical fo...
5 MR_ BUSCHHAUSEN: | sow one draft back 5 MR MEADOWS:  Well, there was some
6 then. 6 decision fo moke it @ forecast, which s not
7 MR. MEADOWS:  There were a lof of 1 unusual. They decidedto do an esfimate. An
8 drofts. The finol agreement, 2.11, which | did 8 esfimote, a projedion, whatever you want fo call
9 review this morning...| carried # around for days 9 i, ot 9/30.
10 and gat 1o review  this morning, | opologize. 10 They made it before 9/30. So when you say
1 MR. BUSCHHAUSEN:  Thank you. 11 “actual to actual’, you are doing if from...that is
12 MR MEADOWS:  And 2.1 said: 12 nol how this deal come down. 1f wos esfimate fo
13 * . The basis for the calculation and 3 adugl.
14 preparation of behibit C is fo be GAAP..." 14 MR. BUSCHHAUSEN: ~ When you say they’,
15 GAAP is 1o be the objedive meosuring standard. 15 though, who s they'?
16 Exhibit C is a measurement of the closing date 16 MR, MEADOWS:  The negafiafing team, the
17 working copilal, after the dosing. 17 people who agreed. The parties fo the ogreement.
18 So the objedive standard is lo be GAAP and 18 MR. BUSCHHAUSEN: ~ On both sides, the
I 19 it the standards and the method of calculation [} ones that we just lofked about?
i 20 differs from Exhibit 8, which wos, in our view, o 20 MR MEADOWS:  That is how we come down
i 2 be o good failh esiimate of working copital of 9/30, 2 1o it and that is what wos the final agreement, that
l n it that is different, then Exhibit B s to be N is 211, lfwoscontemplated always fo be a working
‘23 adjusfed. P4 capilal odjustment, opples to opples.
4 This is o be a iradifional working capital U }t couldnt hove beeit...when you soid
|5 adjustment, working capilal of a dale, meosured on 5 aduat fo adual, | just want o moke sure you
~ Interview of SH. Meadows - 11 Inferview of S.H, Meadows - 13
] one bosis. And as it differs from working capital 1 understond, 9730, Exhibit B is not an adudl, it is
2 at o different date, measured on the some basis. 2 an esfimate.
3 Apples to apples, abwoys apples to apples. GAAP s 3 MR BUSCHHAUSEN:  Yes, ilis.
4 lo moke it apples fo opples. 1 the method of 4 MR MEADOWS: - tis an esfimate.
5 calculation of C is different than B, then Bisfo 5 wasn' about historical date, it was the date lo be.
6 be odjusted. b We thought it was fo be a good faith estimate, but
7 That wos holly negofioted. 1n fad, during 7 our safeguard was that Exhibit C wos o be on GAAP,
8 July, ond you asked were people consuliing me...they 8 and i it was a different method, then you go back.
9 were running in and oul. This wos an issue. People 9 We were very limiled in what diligence we
10 were saying, "Hey, the droft hos go this problem”. 10 can do.  wos a hot issue. In fodt, there were @
1 Brooks Gruemmer wrote o memo on it, E&Y. 1 lot of nasty words about i We asked for things,
12 I asked Bruce to moke copies of the 12 we wouldn! gel them, you are not allowed to have
13 documents | reviewed, soif you wort them...but | 13 them.
14 wani fo refer lo some of these, if | could. 14 Okay, we did a deal on that basis. The way
15 MR, BUSCHHAUSEN:  Sure. We are going to 15 we do that deal is the sofeguard that we have o
14 gel a copy of the ones you are referring fo. 16 mechanism fo get f, acol to aciual, Whether we
7 MR. MEADOWS:  1think you made a lof of 7 did difigence or allowed diligence of not on the
18 copies...| moy refer fo some bul no all 18 esfimale for 9/30, Bxhibit B, that will be adjusted
19 MR, BUSCHHAUSEN:  To the extent we dont 19 when we getfo do our work on Bxhibit C. Exibit C,
|20 hove them all. 0 GAAPto GAAP, GAAP fo GAAP.
[ 21 MR. MEADOWS:  Right. And | assume you 2l MR, BUSCHHAUSEN:  Is there anywhere,
122 made them for these gentlemen, as well. It wos n though, in the agreement, when you look at it, 2.10
' abways anlicipoted to be a reol working capital n tolks about Exvbit C...talks obout the preporation
24 adjusiment. When | mean 'real working capital’ | 24 of Exhibit 8. And thal does use the words:
L 25 opples o apples. |25 *..Prepared in accordonce with GAAP,
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Interview of S.H. Meadows - 14 Interview of S.H. Meadows - 16
| consistent with the company's post ] it, deliver it up o the other side. _

2 pradice, excep! where otherwise modified 2 MR MEADOWS:  Peter, | would disagree

3 by the agreement..." 3 with you because | had il researched, but that is

4 Is that nomal? 4 all right, we con argue that.

3 MR MEADOWS:  Yes, that is kind of 5 MR HOWARD: 1 am sorry, you have had #

6 normol. But there was a ranking here, becouse we b researched... ,

1 hod o conlention of ranking. | didnt read the 1 MR MEADOWS:  Myself, by a US. lowyer,

8 agreement fo check that out, but my recolledtion, 8 not a Canadian lawyer. You moy be right on the

9 GAAP was to control even over historical prodiice. 9 Canadian law. My reading of a U.S. lowyer of

10 So it historical pradtice was nol GAAF, il 10 Canadion privilege, this was leff on our system,

1 was to be GAAP. Now, frankly, | haven' reod 1 this wos lef o5 a document ond # was nol marked os

12 this... 12 a privileged document.

13 MR. BUSCHHAUSEN:  Yes, that isin 2.10. 13 MR HOWARD: - Well, it is obwiously a

14 MR MEADOWS: 1 am sorry, | didn' 14 privileged document becouse you just described il.

15 review that one. But thet wos a ho issue. 15 And it this inlerview is going fo go down this rood,

16 MR BUSCHHAUSEN: o the extent, 16 then there are going to be consequences, in the

7 consistent with Conadian GAAP, | think was how you 7 sense of we are going fo hove to gofo cour.

18 made sure that even past pracice had to be GAAP. 18 So lef's oddress i on tho! basis, we
19 MR. MEADOWS:  Right. In luly, the olher 19 objed very strongly. Because the Supreme Court of
20 side. When | say *oco, | should say “old baco’, 0 Canada hos certainly dealt with this.

- nof us, the other side, the sellers. n MR. MEADOWS:  Let me comment on thal,
n The seflers wanted Exhibit B fo govern. 0 Peter, If we have 1o go fo courl, and | dont mean
3 And you can see in some e-mails, they wonted Exhibit yA} fo get...} dan't want to be contentious here, but
24 Bio govern. We said no, of course not. We need o pL] going through these documents, | om going fo refer

125 mechanism fo check this out. We need o mechanism | 25 o a number of things that | feet have, on

' tnlerview of S.H. Meadows - 15 Interview of S.H. Meodows - 17
| that C governs, we need o mechanism that GAAP ] reflection...ond | apologize becouse ljust gol to

. govems, not historical pradlice. Because we 2 read these. They have been in my possession. [ am
3 havent been ollowed to difigence this lo know. 3 nof going fo say | hovent hod them, but | just read
4 Unusual that you are not allowed fo 4 them, like a lot of things | have,

5 diligence, not the end of the world, it has been 5 Absolufely demonsirate, in my mind, nol
-6 done before in a lot of agreements. But normally b only lack of good aith, but possibly even worse, in
! li you would be llowed to diligence, we weren! l the preparation of Exhibit B. And that is why | dug
8 oflowed. So we came up wilh this mechanism. 8 these out of my file.

! 9 1 wos viewed $o be o working copital 9 MR HOWARD: Wi is going there,

10 adjustment. | looked through my %l&s, and | 10 then | want the document before the Court and have

‘n apologize to Bob and Bruce, | apologize fo you, | 1 it determined, becouse this is enlirely improper.

12 hod files | have not looked df. 12 MR, BUSCHHAUSEN: ~ Well, Peter, con we
‘13 But one of the things we have in my files 13 just stay away from those documents for now, if they
14 is the report...and this was aftoched to an e-mail 14 havent been previously shared with everybody?
115 that was on the lvaco system when we fook over. 15 Because everything has been shared.

16 There is a report writien by Davies Ward Phillips & 16 MR. HOWARD: ~ Well, they cenainly
7 Vineberg fo the board of directors of Ivaco Inc,, 17 hovent been previously shored with us, so ! don$
18 the seflers, the old board. 18 know what he is talking about.

19 MR HOWARD:  Before you reference that, 19 MR. MEADOWS: Do you have a copy?

20 I do want to comment, because that is something you y/i] MR. LEONARD: | have a copy.

n should have under Onlario low, nol read, delfivered 2 MR. MEADOWS:  Give him a copy of the

2 up fo vaco. 21 Davies. Because, | will tell you, this does get me

33 We are forced to move fo get if. Hitis Vi to the point of, yes, maybe we should go o court.
| 24 a privileged document, under Ortorio law, what you yL Maybe we should go to counl. You quys are doirig a
25 should have done is acually deliver it up, not reod 5 grect job, § om sure. In these documenls...
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Interview of S.H. Meadows - 18 ] Interview of S.H. Meadows - 20
] MR HOWARD: | don' want you to 1 - DISCUSSION OFF THE RECORD '
2 describe what is in the documents... 2
3 MR. MEADOWS: | can describe what are in 3 MR BUSCHHAUSEN:  Just gefting back fo
4 the documents. 4 Jon Hicks and what he was doing. Do you know
5 MR HOWARD: . No, you connot fo these 5 whether he was famifior with Canadian GAAP? Do you
6 genilemen. If we are tuking this objedion and if ) know if anyone on your team was fomiliar with
7 you are going to conlinue... l Canodian GAAP?
8 MR MEADOWS:  Where is that Rule, Peter? 8 MR MEADOWS: I think we consulted with
9 Where s that Rule? 9 our audilors, induding their Canadian afflites.
10 MR HOWARD:  Where is what Rule? 10 Hwould not have necessarily focused on . Bul
1 MR. MEADOWS:  That | cont describe i, 1 would 1 be confident in Jon's knowledge of Canadian

' | have read it. 12 GAAP? No.

113 MR. HOWARD:  You have given us a litle 13 MR. BUSCHHAUSEN:  But you had occess fo

L 14 bii of nofice of your intenfion fo do fhis and we 4 a resource thal wos, you believed, fo be competent
15 have now been months gefting here. 15 in Conadion GAAP?

16 And if you would give s some nofice of 16 MR. MEADOWS:  Right. | don' think |

17 your intention fo refer fo documents you shouldn 17 would trust Jon on U.S. GAAP. He s not an

18 have, we could have had this dealt with, 18 accountant. Nor would ! trust myself on i.

19 Now, it you are asking me to describe to 19 MR. BUSCHHAUSEN: - But you have done

20 you Ontario low, as | sit here, | con tell you, | P20 other deals in Canada?

2 know that if there is a privileged document that 2 MR MEADOWS:  We have,

/) comes info the hards of someone fo whom it was not n MR. BUSCHHAUSEN: - And presumably, those
1 intended, they have an obligation fo not read it and n deols could hove involved working capilal

24 o provide i to the other side. 24 adjusiments or other references to Canadion GAAP?
25 MR MEADOWS: ~ Well, first of oll, of 25 MR. MEADOWS:  Yes, right. Bul we would

| Interview of $.H. Meadows - 19 Intérview of S.H. Meadows - 21

a course, it has to be idenfified os privileged. We 1 always generally go to our audilors who have

|2 can go through the legal niceties. 2 offliates in Canada.

13 MR HOWARD:  [fyou soy that you had 3 Naw, to embellish on that just o ltfle,

4 that issue researched by someane else, you have been 4 whether we knew GAAP or nol, we have always, and

5 thinking about this for o while, and that makes this 5 maybe naively, view GAAP as an objedive standard.

6 gven more... 6 Whether we say U.S. GAAP, UK GAAP, Canadian
7 MR MEADOWS:  Fine. I GAAP, my understanding, and | think Jon Hicks would
8 MR HOWARD: 1t mokes it even more 8 soy il is the some undersianding, we view thot as

9 confenfious. 9 some objedive sfandard.

110 MR. MEADOWS:  The boord of direcors of 10 There is a sef of rules somewhere...we
il old vaco, the selflers, the bankers, who were the I don' know the rules..bul we believe there is o st
12 creditors of old vaco, were presenfed with 12 of rules and there s a sel of experts who inferpret

13 documents saying tha there was fo be a working 13 the rules and that is an objedtive standard.

14 copiol adjustmen, 4 MRBUSCHHAUSEN: Justlookingal 210,
15 MR. HOWARD:  You cannot...if you are 15 then, which is where the reference fo Canadian GAAP
16 going o now describe what is in those documenis - 16 comes up, as it elales lo the exhibits, we tolked
17 tha we soy you shouldn't hove and we are going fo 7 about earfier the general wording around Canadian
18 seek determination that you shouldnY have them, 18 GAAP, consistent wilh post pracice, and so on.

|19 then we should stop this inferview. Because that is 19 But that section 2.10 goes on o dlrify

120 not appropriote. You may, if you ulimately 0 one osped of valuation of measurement that wil

|2 prevail, you con certainly describe them, but | ] impact the preparation of Exhibit C with respect fo

. don! think you will. 2 refirement benefils.

} I MR. BUSCHHAUSEN: ~ Why don' we just go pi And it goes on lo actuolly reference a CICA

Y off the record right now. 'A handbook sedtion, which | would toke it that was

125 125 justfor greater cerainty, was it nof?
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] Inlerview of $.H. Meadows - 22 Inlerview of S.H. Meadows - 24
il MR MEADOWS: | susped, not only for ] well
2 greater certainly, but | susped this wos dropped in 2 MR. BUSCHHAUSEN:  Yes, that was a
3 by the people we were calling about the benefi ] sentence thal was discussed or was raised, | think,
4 calculations. - 4 in drahi 10 by Brooks Gruemmer in his e-mail of
5 Whether in Canada, the US. or anywhere 5 August the 3rd that he sent fo Gillian Stacey with
6 else, generally we go lo somebody who lalks fo us 6 the drofi,
7 about it and then we say, “Write it up for us". i MR. MEADOWS: ! was cousing concem for
8 MR. BUSCHHAUSEN:  Becouse itis 8 us.
9 complicated. 9 MR BUSCHHAUSEN:  But that wording never
10 MR MEADOWS:  Iis complicoted. And i 0 ended up changing. So presumably the parties were,
" really goes fo a subsel of experfise. Andlossume i in the end, safisfied thot thet las! paragroph of
12 you do the same in your accounfing firms. You have 12 that section was suilable,
13 somebody who understands this. 13 MR. MEADOWS: | think it wos changed.
14 1 coutdn’ tell you, reading this, what it 4 MR. BUSCHHAUSEN: 1 would just refer you
15 means. | can fell you that we probably went 1o 15 lo the e-mail and the draft that was sent fo Gillian
16 ...and | cant remember his name, we were calling 16 Stacey.
17 somebody who wos very good af this...and we got 77 MR. MEADOWS:  Which drolf ore we lalking
18 fonguage. And he would review the agreements, okoy, 18 aboui?
19 here. 19 MR. BUSCHHAUSEN:  Drafi 10.
20 MR. BUSCHHAUSEN:  Would these be pension 20 MR. MEADOWS:  Draft number 10 10 112
2 consultants or would they be... N MR, BUSCHHAUSEN: - This is droff number
2 MR. MEADOWS:  Yes, pension consultanis, n 10, ond there is on e-mail that references thal o
B MR BUSCHHAUSEN: ~ Would this be px! being drofi number 10. The August Jrd e-mal from
24 something you bounced oft of your Canadian GAAP A Brooks lo Gillian Stacey. And it was part of some
125 resource fo soy, Is this the right reference?", for 2 of the iniliol documents that were submitied by...
| Interview of 3.H. Meadows - 23 Inferview of $.H. Meadows - 25
il exomple? 1 MR LEONARD:  There are 14 drafis we
2 MR. MEADOWS: 1t could have been. | 2 have monaged lo accumulote them o, if they would
3 wouldn? have done that, 3 be of interest. But there would be four drafis
14 MR BUSCHHAUSEN:  Bul clearly itis o 4 affer that one that Stan is looking df.
09 very spechic reference fo Canadion GAAP? ‘5 MR MEADQOWS:  Yes, there were changes
L6 MR MEADOWS:  Right. 6 throughout in draffs. Now, whether we hiave The
17 MR. BUSCHHAUSEN: - Which would suggest 7 right drafts in between which drafs, is an issue.
18 thot Canadian GAAP doesn' necessarly guide you 8 MR BUSCHHAUSEN:  That is the reference
9 exadly the way you wanl it Yo go, 5o you have lo be 9 fo this one which Brooks refers fo os draft number
10 specific about a particular GAAP section. 10 10, he adknowledges in his e-mail that it is drafi
1 MR MEADOWS:  Right. N number 11 circulating,
12 MR. BUSCHHAUSEN:  Now, | don' believe 12 But his notes were an number 10. He speaks
K] that when you then go on fo 2.11 in your osset 13 o and suggests some wording in that last paragraph
14 purchose agreement and once again, it talks aboul 14 in that sediion, which didn$ get implemented, you
i 15 Exhibit C, does it not2 And it uses very similar 15 know, if you look ot the suggested changes in the
16 language in terms of Canadion GAAP in that 16 final draf.
7 parogroph. 17 The final draftis unchanged from...the
18 MR MEADOWS: - Mhmm. 18 final, executed August 6th document is the same
9 MR. BUSCHHAUSEN: And I have highlighted 19 wording as if was originally proposed in draff 10.
20 the parts that | believe that you struggled with in 20 MR. MEADOWS: - Yes, there is added
2 fhe negotiating process. Not you, personally, Stan, N languoge underneath, but in respedt of...yes, there
2 bl the negotiafing feams. And thot was the final /) were changes in drafls. Whether we supplied oll the
3 wording that come oul of i, yi| dratts and looked ot them, ond | am not sure what 10
P MR, MEADOWS:  Now, | had focused on a % WOS.
% different senlence, which you hove focused on as 25 But it s thot sense thot we looked to, in
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Interview of S.H. Meadows - 26 Interview of SH. Meodows - 28 -
i our view, you prepare Bxhitit C posl-closing, s of 1 profeded ourselves, because we weren' allowed fo
i2 the dosing date. You do it in accordance with GAAP 2 diligence B. GAAP1o GAAP,

i and then you look ot that compared to B, And B was 3 MR. BUSCHHAUSEN:  Maybe you can darify
4 prepared on a different basis, different rules, then 4 what discussion might have been going on on your
5 you adjust B. 5 side around Exhubit B, becouse | think you indicated
6 Now, your real question then is, firsl, is 6 thot you werent ollowed fo get behind the numbers
7 Exhibit C right. We have an Exhibit C, they have an 7 on biubit B, or you were fold you could nd!.

8 Bxhibit C, | don't know if you have gotien fo that 8 Bui with resped lo the basis on which

9 issue, you know, ore the ilems in Bxhibit C corred. 9 Exhibil B wos being prepared and coming logether, in

10 But once you get Bxhibit C corred!, then 10 our inferviews, it s pretty clear from people that

N you adjust your Exhibit B... 1 we are talking lo that were involved on both sides,

12 MR. BUSCHHAUSEN:  And the rules are 12 thot the use of the words Yorecost”, “estimate”,

13 spelled out for C in great defoil in 2.10. 13 *projection’, wos ofl being used interchangeably.

14 MR MEADOWS:  Kight. And then you get B 14 1 think in the intervew yesterdoy with

15 in the same rules. And theorefically, you should 15 Helen, she said that they olf meant the same thing

16 have a sublrodion. Bu, of course, there are many 16 fo her. We will check it when we gel the

17 items within, 17 ronscriph.

18 MR. BUSCHHAUSEN: ~ Now, there isn! a 18 MR, MEADOWS: | would have used the word

19 section, per se, that wos drofied, that deall 19 *estimate’, because | am not sure what...there are
20 specifically with Exhibit B on a stand-alone basis, 0 always rules on what s on estimate, whot is o
i 2 using the same terminology that is used in 2.10, in il forecast, what is a projection.

n terms of how Exhibit B was to be prepared? /. In our vernocular, in my undesstonding, you

23 MR. MEADOWS:  No, I don' think so. 1 YAl were fo estimate what it would be ot 9/30 under some

)/ think we feel B s fo be a good faith estimate os of U caleulation rules.

25 a date in the futyre from when it was prepared. |25 MR BUSCHHAUSEN:  Yes, ond there are

v Interview of SH. Meadows - 77 Inferview of S.H. Meodows - 29

i So it was prepared in early Augus!, August 1 calculation rules under Canodian GAAP, sedtion CICA

2 6th, 1 think, of a 9/30 number. And that was to be 2 4250, which you may have heard bondied about.

3 working capifof, good faith esfimate, within the K MR MEADOWS:  You jus! lost me, but |
4 APA, what we were fafking oboul working capilal 4 know there is Canadian GAAP,

-5 becouse there are atso some APA adjustments...assel 3 MR, BUSCHHAUSEN:  You know there is a

‘b purchase agreement adjustmenls. 6 specific reference?

.7 The examples, there are fwo flems, big li MR MEADOWS: ! don' know the sedtions.

.8 lems, the QUT invenory, they had bought inventory, 8 MR BUSCHHAUSEN: | think you know that

9 they had i, they didnY include it in the Exhibit B 9 now or Heico knows that now, it is part of their

10 estimate, but it is in the Exhibit C. 10 submission, | befieve.

‘N They had something which we have been " MR MEADOWS:  Okay.

112 calling lopside odjusiments. Internaly they rofled 12 MR BUSCHHAUSEN:  But nowhere in the

13 up the number, somewhere around 330, which had been 13 document s there any seeking out of clarity with

‘14 adjusled with these fopside adjustments. 14 resped to Exhibil B being prepared in accordance

i 15 Bu then we get @ number of 292. They gave 15 with CICA 4250, for greater cerlainly, once again,

| 16 il fo us, we didn't hove the opportunity fo 16 similar to what wos done with resped lo refirement

v difigence. |think itis 292. Isit 293 or 2972 17 benefis in 2.10.

.18 MR:ROCKX: 293, almost. 18 MR MEADOWS: | don think there is.

19 MR, MEADOWS: | om embarrassed fo lel 19 MR. BUSCHHAUSEN:  Yes, | know there is

120 you. | knew it very well ot '04. 3o, infernclly, 0 nol.

il they have o number tha is 330 and then they produce n MR. MEADOWS: - ! dont think there is. |

N in Exhibit B of 292, 293. n think the concept was Exhibit B was fo be frued up,

Al Working copilal wos fo be within o stendord | if you will, o the principles used on Exhibit C,

vl concepl, Exhibit C wos fo be under GAAP. Qur 1] which was GAAP.

i 25 objedive standords were GAAP, that is how we |25 MR. BUSCHHAUSEN:  Thot is what you
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tnlerview of S.H. Meadows - 30 Inferview of 5.H. Meadows - 32
] wanfed? 1 is, Ihat there was o projection somewhere, quile a
2 MR MEADOWS:  That is ight, and that is Vi bit higher than 278, and then they backed off that
1 what | befieve it says and that is what | believe we ] projeclion.
4 understood was the agresment. 4 And we came down fo a number thot we said
5 And { think, os presented, Ivaco presented 5 we could five with. | think when we proposed a
6 fo their credilors and their board, that il was fo 6 minimum working copital, they viewed that as o back
1 be o working capll true-up. ] door way of gefing the finnang conlingency in.
8 MR HOWARD:  Here we go again. | 8 And, honesly, i had something o do with
9 thought we were going fo refrain from that. 9 our finanding. We said, *Hey, no finoncing
10 MR, BUSCHHAUSEN:  We will carry on, 10 contingency, but you got lo have this', well, is
1 Peter? I thot a financing confingency?
12 MR HOWARD:  Carry on, but affempt fo 12 Sowe did agree thot there had to be a
13 refrain fom... 13 minimum working captial there, That had a
14 MR BUSCHHAUSEN: | om just going lo 14 toleration for us, because thal meant, okay, we
15 move on fo o slightly diflerent topic and 1t is with 15 weren! in frouble, we can do this by fines we
14 reference to the minimal working capial condifion 16 already had.
17 that made s way into sedtion 7.1 of the asset 17 MR. BUSCHHAUSEN: ~ Wos there any
18 purchase agresment. 18- conceming obout @ maximal...was there any
19 I osked Helen yesierday where did that 19 discussion about @ maximum working copitolé
20 number come from. | jus! wanted lo understand i, 20 MR MEADOWS: | don? think so.
Al where in the process did it come up. | presume, Al MR. BUSCHHAUSEN: - Because that,
/] Stan, thof this wosn't o number that was pulled oul n presumably, one way or the other, is going fo impadt
P& of the air? n finandng. It never came up?
%4 MR. MEADOWS:  The minimum working % MR. MEADOWS: | don' think that come
1 25 copital, which | have not reviewed; so this is 125 up. ! wos more of a minimum, becouse if they
; Inferview of 5.4, Meadows - J1 Inferview of S.H. Meodows - 33
n recolledion, and | dont rermember the sedfion you 1 didn't have the working copital there, how are we
2 meard, but without reading i, we had an issue over 1 ?oing Yo finance ourselves in the first three or
3 minimum, 3 our months, we would need more money.
14 Andit is an issue...we had no financing 4 The maximum would nol hove been the...
l5 confingency in the deal. One of the reasons | guess 5 remember, this business was priced. Qur acquisition
i 6 we were an aftrodiive bidder, is we accepled o 6 price is on an income stream, nof on an asset basis,
‘ 7 number of risks. One was financing, that we could 7 it is on an income slream.
‘8 finance it, which is probably @ major risk. 8 As you know, we all do this very imprecise
9 And this wos @ dynamic business. We had an 9 valuation which, it blows my mind that we do it, but
10 environment in 04, which you probably remember, 10 we all rely on . Multiples of EBITDA. Nobody
n rapidly changing metol markels and unusual economics n looks ot the balance sheet.
12 going on. The Canodion dolor, U.S. dollor, allto 12 But then we say, *Oh, how ore we going fo
13 your benefi, 13 finance the business, where is the cash in the
14 We were worried that if the working copital 14 business, where are the receivables and inventory’.
115 fell too far, we would have more of o financing 15 Theretore, we needed a minimum working capifal.
16 burden than we were oble to meef. Why did we foke 16 MR. BUSCHHAUSEN:  The bankers then have
17 i without @ confingency, because we knew we had so 17 fo look at the other way of...the way you look ot
18 much financing in place, anyway. Bul if we needed 18 the business, right? They are going fo look ot
19 more than wha! we had in place, we would have o 19 securily.
0 risk. Thet wos o priority issue, so we needed o 0 MR MEADOWS:  They are going to look of
‘N minimum working capifal. il security and can you pay your bifls as they come
102 Indeed, they onginally projedted that n dve. You basically...you know, deal doers olways
‘3 there would be @ minimum quile higher, and you may pA] ignore this concept that bankers are very smari lo
’ yZ] find in the correspondence, if it was given lo you yL say, "Hey, can they pay their bills when they come
‘2 ... did no look for that correspondence, but there s} in¢ Wil they have cash?”
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Inferview of S.H. Meadows - 34
So you need the minimum working capilel.
You know that betier than the business people,

-becouse you are there looking at the numbers,

MR. BUSCHHAUSEN: | dont know, | showed
fhis to Helen, and you may have discussed this this
morning with Bruce, but on July the 23rd, 2004, Hugh
sent Jon...he likely sent Jon Hicks, a
reconciliotion of projecied working capital for
September 30th, 2004, reconciling it o an earfier

farge! forecost,

It became the APA target forecast numbers
ol September 30th. And ! don' know if Bruce showed
you that, but that is the ane that we were
referencing...

MR MEADOWS: I he did, | dont
remember, 5o let me toke o look ot #. This was to
Jon Hicks from you?

MR, BUSCHHAUSEN:  Hugh Blakely sent that
fo Jon Hicks.

MR MEADOWS: - When did he do that?

MR, BUSCHHAUSEN: ~ On Julythe 23rd. And
it was a reconciliation showing how the number moved
from 278 million, which thal number first surfaced
in some exhibils from UBS on July the 7th,

MR. MEADOWS:  Yes, we onginally pul in

D OO~ O~ LN B G D —

Inferview of S.H. Meadows - 36

an agreement based on our abilly fo tolerate o
number. We wanted the 292, we had been using...|
shouldnY look ot this number, because | don't know
ifthat is the some number, but something in the
290s, we hod been using in our projections, because
that is what UBS said would be the minimum number
that we would be able to finonce.

I bet you can find it if you have Hicks'
various fterafions of numbers and there were lols of
lerations. :
MR. BUSCHHAUSEN: ! was looking back at
our inferview nofes with Jonathan Hicks and he was
asked if he had any odditionol information that he
had retained and he said he would look, and we have
not received anything additional from him.

MR. MEADOWS: I the end, the decision
on 278 or whatever number went in the agreement, was
the dedision | mode with Mike Heisley, bosed on...
because | remember the phone call,

We went back 1o say, hey, we got the
ovailable money. Jon and oiher people were always
wortied that we would never have availoble money,
because they feel it is hell to payif we don.
And for Mike's role to say, " will ioke the risk'.

We come 1o 278, looking @ our numbers.

OO N BN~

Inlerview of 5.H. Meadows - 35
a number UBS had given us, which | befieve s the
292 number. We soid that should be the minimum.

MR. BUSCHHAUSEN:  The 292, } think, came
together after July the 7ih?

MR MEADOWS:  No, | think we originally
got the...} con¥ say this is the some number. But

ii was obout 292, if | remember, 290-something,

MR. BUSCHHAUSEN:  That you asked for...

MR. MEADOWS:  The minimum. And they
soid no. And we got that off of a UBS run, is my
recollection. 1 didn! ook ot this UBS run, i
could be wiong, bui thai is whot we gol.

And then tha became, like, every controd),

a regofiation ond o debole on thot issue. So we
moved the threshold down fo, if i wes 278, 1o 278.

MR. BUSCHHAUSEN:  Wis on even 278
milion in the ogreemen,

MR, MEADOWS:  And we moved the threshold
down and they said, "Why that threshold should be
iower". Now, they want lhe threshold as low as
possible, because they dont want us walking away.
Otherwise, they would have essentially gave us an
opfin. And we want the fhreshold, frankly, os high
as possible.

But we undersiand whot i is, We came to

O OO O~ LN e GO RO e

et ot
[P ]

Inlerview of S.H. Meadows - 37 »

And they proposed it and we said, “Okay, we wil
five with if*. f this is that reconcliation,

fine. 1 don' know what this is, | don’ think |
have seen this.

MR. BUSCRHAUSEN: ~ Well, basically, this
is reconciling fo @ number of 292 million here, that
he 292 milion ended up being the summation of the
three béhibit Bs and the three APAs.

MR MEADOWS:  Couldbe. Wel, if that
is rue, then {willtell you that, not to get Peter
too excited and off his BlackBerry, | believe they
hod a targe! in their mind and that is how they gol
there. Now, we vill go fo court and ook o)
documenis,

MR. BUSCHHAUSEN: ~ Well, this 278 here,
was presented by UBS on July the 7th. i you wont,
{ con show you the e-mail that Helen, omongs!
others, recerved. But we went through that with
Helen yesterday and | think she has already
acknowledged that.

So this recondiliation really demonsirates
fo Jon from Hugh what the items were that caused the
exhibils to go from 278 fo 292. And if you look ot
those ilerms, they appear o be, and | know that
Helen had recafled thal a couple of those were
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Interview of S.H. Meadows - 38 Interview of 5.H. Meadows - 40
] things that the negaiators had asked to be exdluded ] conditio, right, of ferm, | befieve.
12 from working capial because there were, as you say, 2 MR MEADOWS:  Mhmm,
3 a lof of discussions around the components of 3 MR BUSCHHAUSEN: ~ Which when | read f,
4 working capital, 4 would suggest thal he had some understanding of a
5 So the changes from July 7th fo July 23rd 5 basis on which the minimum working capilol was
6 are apporenfly on occount of excluded items, nof 6 colculaled.
7 because the forecas! chonged. ] MR, MEADOWS: 1 doubt that he did. |
8 MR MEADOWS: * Could be. 8 think he probably just got .
9 MR. BUSCHHAUSEN: 15 thed your 9 MR BUSCHHAUSEN: B that whole sediion
10 recolletion when you look of those notes? 10 is about the basis on which these things are being
1" MR. MEADOWS:  No, ! don't have a I prepared, these numbers are being calculoted and
12 recollection of that. My recolledion of this 12 esfimated?
13 number, maybe that is because ! wasnt focused on 13 MR MEADOWS:  Yes, | cont speakfo i,
14 defail enough. : 14 | know how | focus on minimum working capitol.
15 Our issue wos finoncing, fotally. And 15 MR BUSCHHAUSEN: ¥ just sounded to me
16 remember making the decision, we will five with 278, 16 fike #t was the some 278 million that | just showed
17 H was presenied, we can live with it. We con five ) you, it came from a process and a calculafion, it
18 with i because we hod the availoble finaricing. 18 wasn o number that wos pulled out of the air.
19 That didn! change. 19 MR. MEADOWS:  Con | look af something
2 MR, BUSCHHAUSEN: ~ Was it presented by 20 alse here? | dont knaw, I cont focus on that. |
i ihe sellers, then? il did not focus on i, so I dont know what he wos
2 MR MEADOWS:  Pordon me? n doing there.
I X! MR. BUSCHHAUSEN:  The 278, wos that ya] MR BUSCHHAUSEN: Do you woni la see
M presented by the sellers? % that e-maif?
125 MR. MEADOWS:. | thirk it wos, | am not 5 MR.MEADOWS: 1t doesn' matter. | just
i Inferview of 5.H. Meadows - 39 Inferview of S.H, Meadows - 41
N sure. | think it wos and | soid, *Okay, we can live I wonled fo see if there was a definition. There
2 with ", That doesa! change anything abaut how we 2 isnt.
i3 colculate working capitel in my mind. In my mind, 3 MR BUSCHHAUSEN:  This was the scan thot
I4 yousill goto 2.1, 4 was submitted fo us by your legal counse, by
15 MR. BUSCHHAUSEN:  Yes, this is jus 5 Cassels Brock, which [ would take i that this is o
b 'rying fo figure out how that got into 7.1. ) complete copy of the scan that was attached o the
7 MR MEADOWS:  Well, maybe | am picking 1 e-mail. B was provided by Ivaco.
8 on the wrong issue, because | remember those things 8 MR LEONARD: [ am nol sure thal | am
9 Hocus on. My focus af that time and my focus with 9 the originator of that document. | just dont have
10 Mike was whot happens if we are short on working 10 a recolledtion.
‘N capiial. N MR. BUSCHHAUSEN: 1 om sorry, Bruce, |
12 If the working capital ends up as 200, we 12 wos poinling the finger in the wrong diredtion,
13 could have had a financing problem. We probably 13 MR LEONARD:  No, we would have that
14 wouldn' have, becouse Heico has subsiantial 4 drofi in our records somewhere, if there is any
15 capacily ifself, andin the end we used Heico's 15 issue about thef.
L 16 copacily instead of a seporate financing for good 16 MR, MEADOWS: ~ Well, what e-mailis it
7 fox recsons. Bul that wos the focus. 17 attoched lo?
18 MR BUSCHHAUSEN: | am jus! going fo 18 MR. BUSCHHAUSEN:  Itis one of those
19 refer you fo, once again, Brooks' notes, Helen 19 drafiing e-mas. )
.0 identified this as Brooks' penmanship here, n MR MEADOWS: K went o Stacey.
i MR. MEADOWS: | believe t is. 2 MR. BUSCHHAUSEN: 1 atfaches a scan.
{22 MR. BUSCHHAUSEN:  And he, in draft 10, 77 MR. MEADOWS:  With o copy lo me. |
VK| wos apparently suggesing to perhaps add some n donlt doutdt 8. | mean, somebody would have to
! U wording in about the minimum working capitol and he ] check who produced this fo you, It looks like i
125 hos capilalized thal, because it ends up being o | 25 was produced by whoever received it. 1t is an vaco
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Inerview of SH. Meodows - 42 | Interview of 5.H. Meadows - 44
1 document, 1 specific questions?
2 MR. BUSCHHAUSEN:  1is an baco 2 MR ROCKY:  Yes, just o few here. Were
3 document. 3 there any discussions, in your recolledtion, on
4 MR MEADOWS:  Yes. 4 normalized working capilal for the lvaco group of
5 MR BUSCHHAUSEN: By the way, it you 5 companies?
6 want o ook of the definition, | think you have got 6 Was there some due difigence, fooking, you
7 the agreement there. 1 know, number of months back, in terms of o certain
8 MR MEADOWS: My recollection of the 8 level of working capital that was required fo run
i 9 minimum working capilal is stridly on the financing 9 the business by your due diligence team, for
Lo issue. And | remember when we even came up with the 10 exomple?
1 concepl, becouse we hod a meeling in Chicago, what A MR MEADOWS: 1 am ot sure | understand
12 happens il the minimum drops below o certain number, 12 the question. We look forward o projections of
13 wha! is going lo happen 1o aur financing. 13 what our working copital requirements would be.
14 So! think | smd, "Okay, we are going lo 4 And we had projedtions of those, as
15 put in @ new concept’, and everybody always soys, 15 business fevel would chonge. We had projedtions on
16 *Oh, you ore re-iraining’, they all say that, 16 whether we would e our vendors to give us ferms.
Y Well, it may be defined in the body of the 17 We had projedtions on how we would use U.S.
18 agreement, il is not defined in the defnifional 18 dollars versus Canadian dollors, we had projections
09 sedion. | dont know where it would be. What is 19 on how we would...all effective working capital.
‘0 fhe section with minimum working capital, o you 20 The doflor to doflor was a maijor issue.
22 remember? 2 MR. BUSCHHAUSEN: ~ And this would be
22 MR. BUSCHHAUSEN: 7.1, the parographs in i something Jon Hidks would be good df, right?
3 that seclion, yA] MR MEADOWS:  Jon Hicks, to some exlent.
24 MR. MEADOWS:  *...Etimoted Amounts: 4 Chris Comphell, enother guy who works af Heico,
! 25 The aggregete amount of working capital 25 warries about o lof of that stuff, Larry Walski,
'. - Inferview of S.H. Meadows - 43 nterview of S.H, Meadows - 45
Pl estimated on @ bosis consisient with the ] {know you latked fo Jon. Jonis an
] preparation of B of ll enfities that are 2 analyst, he is an MBA and he does..but there are
] vendors under ihis agreement, or vendors if 3 other people who worry about the financial siuff
"4 shall be estimaled fo be the amount not 4 He is a ferrific quy, puts logether projediions, but
‘5 less than 278..." 5 he gathers information from other people. He
b Well, that is... b wouldn? be able fo lelt you what we should
i7 MR. BUSCHHAUSEN: | quessil came 1 reasonably anlicipate in frade terms. 1 hope he
'8 through that same process. 8 doesn', ot least | hope he asks somebody in the
09 MR. MEADOWS: |t is a concept that we 9 business.
10 had fo fitin o minimum number. We had o financial 10 MR. BUSCHHAUSEN: ~ Ore of the questions
in iSsue. n thot we did ask him, and just listening to you, i
i12 MR. BUSCHHAUSEN:  That is why, when | 12 kind of brought that back fo me, wos was he
i13 looked ol Hugh's reconciliation of July the 3rd, 13 developing a model. And | don think that we got
i 14 2004, it looks like the 278, which came from an 14 an answer fo that, Because | think we would be
i15 earlier process of estimating working capilal for 15 interesled in, you know, obviously looking at his
16 Binibit B purposes, ended up being the some 278 that 16 model.
17 was reconcled o the 292 that ended up in Edibit B 17 MR. MEADOWS:  Thot ws  contentious
(18 and all from the same process. 18 issue on our side, whether there wos really @ model
i19 MR. MEADOWS: My recoflection is they 19 fo do the deal. This deal was done on 6 visceral
: 20 threw out o number and we said...and in the end | 20 bosis, how is that. There are scientific bases for
] suid | can five with it. | doubt if | said it fo N doing diligence on g visceral basis.
iy} them, | said it fo somebody on our side, who then 7 Yes, we had some models. We showed the
'3 communicated...because we were having this p] bonk some models. Whether he did them or Wolski did
24 circuitous communicalion route. U them or Campbell did them, that is a model which is
25 MR. BUSCHHAUSEN:  John, did you hove any 125 a projedion going forward.
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1 MR. BUSCHHAUSEN:  You wanted some 1 MR MEADOWS:  Alwoys.

2 comforl about what the future working capial was 2 MR BUSCHHAUSEN:  Because in the end,

3 going fo be? ' 3 thal is presumably going o tell you whether or nol,
4 MR MEADOWS:  Right, that was more the 4 you know, you are comfortable enough fo proceed.
'5 focus. Bt if he did that, | would hope tht he 5 MR MEADOWS:  Right. Is it @ good deal,

6 looked of historic. | con' tell you he did, 6 is 0 bod deol, what do we present o our banks?

7 MR. BUSCHHAUSEN: I can fell you that he l Hopefully we present to our banks what we present fo

8 was all over the data room looking of financiol 8 ourselves,

9 information, just based on the record... 9 Bul when I said it wos a visceral deal no

10 MR. MEADOWS:  That s his job. 10 matler what, within lorge paromefers...nof no mafter

1 MR. BUSCHHAUSEN:  ..thot is indicated. 1l what...within lorge porameters we are going fo do

12 MR MEADOWS:  Hisjobis to look at #, 12 the dedl, because we thought we con change the

13 print it up, and give i o other peaple fo look ot 13 business.

14 I bet you see only him in the data room, basically, 14 You didn! have fo just oke hisioric and

15 or somebody ai Heico. Our habil s that we print # 15 say that is what il be repeated in the fulure.

16 Up... 16 When | say Visceral', we sow a lof of changes we

7 MR. BUSCHHAUSEN:  Who wos the other 17 were going lo hope fo make,

18 indvidual you mentioned? Because | know there were 18 MR BUSCHHAUSEN: ~ Well, the esfimates

19 others that were in the data room that were looking 19 that the haco folks were preparing, was thot pulup

20 of finandial information, bul he would hove been... 0 against your own projecions, o say, you know, do

) MR MEADOWS:  Well Chris Compbel, | bl these make sense?

7 doul if he ever accessed the data room, | dont 7 MR MEADOWS:  Yes.

3 think he knows how fo access the dafa room. 23 MR. BUSCHHAUSEN:  That is kind of @ due

U But we are very old school. We print and y} diligence thing you could exped. You do i your
] we reod. So all the modern lechnigues dont get o P4] way and look ot their way ond...

Inferview of S.H. Meadows - 47 Inferview of S.H. Meadows - 49

1 us yel, 1 MR MEADOWS:  We would always do fhat.

2 But Chris Campbell would have worried about . I shouldnt have said Visceral”, that indicaes my
'] the banking. He worries aboul puting the financing 3 Feeling of lack of security or cerainty in this

4 in place, that is his job. He s an experienced 4 deol.

5 quy, Larry Wolski. Did you talk fo Larry Wolski2 5 We had very ltle occess thal we would
) MR. BUSCHHAUSEN:  No, | believe his 6 hape fo get in most dals, to review managemen’s

7 name is on the view lil. 1 projedions and numbers and alk fo manogement.

8 MR MEADOWS:  He s the CFO of Heico; 8 In most deals we would have much more

9 Don Yadron, | cant tell you the fitle, I think he 9 conversdtion with management which... Heico buys a

10 is heod of intemal aud, but he s really the 10 lot of companies. We generally keep management, We

1 second CFO. 1 didin vaco, :

12 They worty about the numbers as we put them 12 And we would want fo tes! heir views of

13 together. So a lot of people ure reading the 13 what they are going fo do with the business, how
‘U numbers and commenfing on the numbers, including me. L they are going lo manage it. We arent putling in
15 And Jon was probably the focal point of . 15 new managemenl. We hod very litle access here,
16 e is very good on computers, so he accesses the 16 Thiswas ...

) dota room, priris il up, gels the model put 17 MR. BUSCHHAUSEN:  So when you say
{18 together, may agree, may not agree. 18 Visceral', you were loking bes! availgble

19 Somebody is supposed fo have said o the 19 information thot you gof hrough the due diligence
120 operators, "What kind of frade ferms can you get?" i process?

P2 Are reosonable lo projedt when you have got 60 doys, 2 MR. MEADOWS: | om saying it seems

2 43 days. And thatis how the model comes fogether. /] reasonable, without the normal festing.

12 MR. BUSCHHAUSEN:  In the end, depending 2 MR. BUSCHHAUSEN: ~ But you would combine
PU on...and you were chollenged, | would think, as o U that with your own experience and knowledge of the
125 leom... 5 indusiry?
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MR MEADOWS:  Right.

MR. BUSCHHAUSEN: * And expers that come
info your team. There were consullants ond there -
were other operafors within your own businesses tha
understood?

MR MEADOWS:  Yes, | don' think we
colled outside consullonts on this.

MR BUSCHHAUSEN: 1 think there may have
been a couple of specialists i there. Do you

recall, Bruce?

MR. LEONARD:  Not specificall, na.

MR. MEADOWS: ~ Well,  am nol saying
there werent, but | don remember, except
environmental, and we had a metals purchasing g
and we talked to somebody about currency shifs. LI'{
those are what you megn.

MR. BUSCHHAUSEN: ~ Yes, those would be
expers that would have o view that you could put up
against, you know, your model and say, 's this’..

MR. MEADOWS: s this reasongble?

Right. We also had fo contend with the bank’s
experts, because the bank would review i1,

MR. ROCKX: 2004, os you soid earfier,
wos an inferesting yeor for the steed indusiry with,
| quess, rising prices primorily and sirong margins,

OO~ O~ LN S a3 D e

Inferview of 5.H, Meadows - 52

MR. BUSCHHAUSEN: 1 didnt go all the
way flot.
MR MEADOWS: - . flatened out.  got
very stable and very good. 1t wos very good in 05,
If you always want fo measure somebody against the
peak, you are going fo olways go broke. If was
ood.

MR BUSCHHAUSEN:  You dont do deals on
the basis of o peak.

MR MEADOWS:  No, we didn! use peak.
The joke s, and this is really just an aside, |
always sy this, *Poor Poul Vanier”. f he could
have hungin there for six more weeks, he would own
the business today. That is the nafure of that
business. But nobody should buy for peak numbers,
We surely didn!.

We have our mefals guys in this deal, We
have metols in our businesses, whose only jobis to
estimale and purchase metols. And hey gave us
their estimates. Now, if thet is o consuliont, he
is on employee,

MR. BUSCHHAUSEN:  How for did they
fypically ook out with some dlority2

MR MEADOWS:  Clarity s 0 good phrase.
With dlorily there is three months. They look out,

]

Ecmwawaww—-

A —

13

Inferview of .H. Meadows - SF-*

of least in the North American worldwide seclors.

Can you comment of o in terms of when you
thought pricing peaked in ferms of the stee
indusiry? Prices were rising, | think, gradually
over 2004. But s there any sort of..you know,
from the vorious Heico sfeel businesses,

MR. MEADOWS:  Well, I should be able fo
know the date, but | think it was somewhere df the
end of 04. When you soy ‘peak”..

MR. ROCKX:  Steel pricing,

MR. MEADOWS:  Yes, and when you say
'Sleel pricing’, where and what produdt. We had an
inversion, if you will, between U.S. and Canada for
awhile. | dont knowif you focused an tha.

MR. BUSCHHAUSEN: ~ We can refer fo our
mefals markels reports. | hink there wos o big
spike that occurred, was there ncf, in 20042

MR. MEADQWS:  Yes.

MR. BUSCHHAUSEN:  And ! befieve, and
this s rom the peaple vathin vaco that we spoke
with, you know, ke, Gord...you know, it dropped
jost oboul as precipiously os i rose; s thal your
recolfedion?

MR. MEADOWS:  Well, no, it didnt drop
os precipitously. | think, adually,i...

Inferview of S.H. Meadows - 53

same with darily, o year,

You dont look much past that, becouse your
macro efleds are so major now, they give us charts,
really an aside, they give us charls on what i was
in e eighies and ninefies. These quys have
charts that go oll the way back...s0 what? Where
was Chin?

There is coriy for a year, lefs soy
that. Becouse you con lock in prices for a year if
you choose fo.

MR BUSCHHAUSEN:  Then you are
speculating?

MR MEADOWS: ~ You are speculating,

MR ROCKX:  Heico has done a lot of
Iransadions, as you hove indicated, How would you
rafe his ransaction, vis-a-vis some of the ofher
ones that you hove done? Wos it overly complicated
or more filigious, o just ancthe deqf?

MR MEADOWS:  No, it s not another
deal. In sructure, there were unique issues for
us, which oren' germane here, double-dip financing
ond oll the buzz words, you know,

Inferesting from a fronsaciion.. Mike
Heisley doesn! even want fo hear about i, he
doesn! core.
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1 MR BUSCHHAUSEN: I sounds fike you con ] did # when we bought the Grizzies, :
2 go o jail for double-dip financings. 2 MR BUSCHHAUSEN:  The Voncouver
3 MR. MEADOWS: ~ We used fo do tiple dips 3 Grizliest
4 {echnicaly. ' 4 MR MEADOWS:  We bought the Vancouver
5 MR BUSCHHAUSEN: Do you wont thai off 3 Griries, we own 70 percent of them, they are now
& the record? 6 in Memphis, yes.
7 MR. MEADOWS:  No. You dedud in two 1 MR BUSCHHAUSEN:.  The U.5. GAAP applies
8 countries, you know. You guys do that, you ore 8 now,
9 skilled ot that more than we are. Soitis 9 " MR MEADOWS: - Believe it or not, we
10 inferesting there. 10 still are sufering with Canadian GAAP on a couple
11 We have done alol of purchases out of 1 issues.
12 bonkrupicy. The Hefco company hos been built by - 12 Soitis nof unusval. Isit o preferred
1 companies out of some fype of irouble. | met Bruce 13 way? 1t is oll right. There is greater certainly
14~ oul of ancther deot of some type of trouble. Am 7} when you can do diligence in historical dofe. You
15 right, Bruce? 15 know that from your...! can send in our auditors and
16 MR, LEONARD:  Tht is right. 16 they help us oul. When you gef fo fhis esfimae,
V7 MR MEADOWS:  ACCAA. In most of those 17 what are you saying.
18 deals, they are wonderful fo do, much better than o 18 You are trying o make that adjusiment os
19 normal acquisition, in my view, because you have 19 small as possible. S0 a lot of people fike to pick
20 great access ond information. Great occess fo 0 that estimated dote, o fulure dote, becouse you say,
N management, greal access to information. 21 hey, the dlosing is going o be right near there and
2 The trouble is out, greater cerainty. You n { am in a business that has some swings. So { wanl
Y] dont have to depend so much on your own..this was 3 that number to be pretty small.
21 so diffesent. - We were so fimited in access. This L Remember, { priced the deol bosed on on
25 wos so different than our ofher experiences in 5 income stream, but | am finanding i, and as you
Interview of S.H. Meadows - 55 1 Interview of S.H. Meadows - 57
] Chapter 11s. 1 astulely recognized, the bankers {ust dont say
yi Pettibone, Davis Wire, Anro. | could name 2 income stream, they say where are e assets.
3 quite @ few thot we have done. This wos so 3 So you wont that fo be very small. So you
4 different, # was hord to gel used fo this. 4 estimate 1o o dote that you think is near the
5 MR. BUSCHHAUSEN:  Had you done a 5 closing,
6 Canadian CCAA acquisition? 6 Indeed, if we had closed as we said and we
7 MR. MEADOWS:  No, we friedfo do o 1! measured il as we soid, the esfimale would be very
8 couple. We didn get there, the price was...we gol 8 small. tn focl, the number, it you loke C, os we
9 outbid, Also, CCAA is a more difficult process i 9 see C, ond you lake B o5 we odjust it as we think i
10 the sense of fiming and who can bid, in my view. 10 should be, itis not that large.
' MR ROCKX:  You ore comparing to Chopter I You try to moke tho os small os possible.
m 1n? 12 Son o business thot has fluduations, and that is
P13 MR. MEADOWS;  Yes, nol as precise. The 13 what | think the sporls team was, becouse we had a
i 14 rules arent as easy fo handle. The judge hasa lot 14 lot of issues an whether seasons fickets were sold,
15 of ways 1o hil you in the head. 15 when the money came in,
16 MR. BUSCHHAUSEN:  You indicated that you 16 You lry to make that...you will use an
17 had experience, though, with the working capifal 17 estimate. But you lry lo gef apples fo apples ol
18 adjustment of a similar nafure to what was done for 18 the fime. What is the basis of doing an adjusiment?
19 the voco Iransadions? 19 H hos got o be apples to apples. Iis what is
20 MR MEADOWS:  We hove done it similady 20 changed. I you dont do apples to apples, you are
21 where we have done a projeted, based on rules and 21 fust saying, 'l am poying you more money”. Thal is
22 then frued it up. We have done that, 7 not what wos the agreement,
yA] MR, BUSCHHAUSEN:  Inthe U.S. or Conada? pA Yes, | hove done . | con' recall of
24 MR. MEADOWS:  Fknow we have done itin L] the deals. | think Davis Wire definitely wos that
|25 the U.S., | con name o couple of deals. 1 think we | 25 woy.
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Interview of S.H. Meadows - 58 Inferview of S.H. Meadows - 60

] MR. BUSCHHAUSEN: ~ When you are using a 1 Okay, L am sorry, | ook a long time with

2 projeded and then you gef inlo the drafting of the . that answer. You don need to know my historic

3 agreements and you have ol this projected, do you 3 deals.

4 apply o GAAP test 1o lhe measurement when you use 4 MR. BUSCHHAUSEN: 1 didnt wani fo

5 the projected? 3 unwind you there. You were going of a good dip.

6 MR. MEADOWS:  You almost clways opply o 6 Do you have any more questions, John?

7 GAAPtest. liis the easy reference. tisa sef 1 MR ROCKX:  That is i.

8 of rules. 8 MR LEONARD:  Before we conclude, wha

9 MR. BUSCHHAUSEN:  Is that what you did 9 we were trying fo produce 1o ossist were @ number of

10 in your other degls, in your experience... 10 documents. We only gol info a slafe of excitement

11 MR. MEADOWS:  Yes, | think so. | didnt 11 about one, but there are some athers and | guess |

12 check them. If you wart, | can check them. But we 11 should ask Pefer whether he has o view on whether we

13 try to find a set of rules that you feel are 13 can ofter to assi! you in your work, particular

14 objedtive. 14 types of documents.

15 So when  lowyer...| know, | used fo do 15 MR HOWARD: - You should send them o us

16 these agreements ll the fime. We putin GAAP and 16 and then we will gel back fo you.

17 do lawyers know whal GAAPis? Not a bit. Do 17 MR. LEONARD:  Well, then, we haven)

i 18 accountonts know wha it is perfectly? Absolutely 18 really crystalfized what we ore thinking obout here,
19 not, and you know that. 19 Let's do this by way of an example...
i 20 When the GAAP quesfion comes up, you look 0 MR. HOWARD:  No, lel's not do this by

21 and you will find out, bul you put in something that 2 way of example.

7 is an objedive sef of rules. We believe GAAP s. n MR. LEONARD: | om going fo give you a
123 We befieve GAAP is an objeciive set of rules. pA| sender and a recipient and you tefl me if there is a
124 Now, of course, there is subjectiviy in 24 principle...

125 GAAP. GAAP also says we can do it ane way or 125 MR. HOWARD:  No, Bruce.
[ Interview of S.H. Meadows - 59 Inferview of S.H. Meadows - 61

1 another. So somefimes we have to say GAAP, making ] MR LEONARD:  Yes?

2 these choices. Firstin, first out, inventory 2 MR HOWARD:  When | fee, rightly or

3 valuation method. There are o number of methods 3 wrongly, that | have been hushwhacked, the lost

4 that ore acceptable, right? 4 thing | getinto is a debate without having a step

5 MR BUSCHHAUSEN:  So i there is some 5 back.

b discomfort around a parficular application of GAAP, ] Now, | dont mean to insult anybody by

7 you will put a definflion in or amend the agreement ] saying we have been bushwhocked, but that is what we

8 fo override GAAP, righ? 8 feel ike foday. So if you send me those documents,

9 MR MEADOWS:  Right. But GAAP is viewed 9 we will get them lo...

10 os an objecfive st of sandards o get things, if 10 MR_LEONARD: ~ Well, } wasn} sure wha!
in you will, using the euphemism apples fo apples. }] your infenion was in going fo courl and if we are
12 Because that 1s what you are frying to do, el 12 going fo go to court on a huzzy issue that doesn!

13 apples to apples ond say what...and now | can 13 have any defintion or sirudure, we are not solving

14 undersland the difference, 14 anything,

15 Sowe do thot ol the fime. And even when 15 MR. HOWARD: 1 am not going fo debate

16 you don' use a projeced number, you say, | am 16 thot here with you loday. You send me the documents

17 going fo calculate my working copital, was 17 and we vill crysiallize the issues,

18 caleulated Morch 31, lef's soy for a Julysigning, 18 MR, LEONARD:  Twould fike to produce

19 and you say, well, that was calculated pursuant fo 19 infernal E8Y correspondence.

20 GAAP and the closing dafe will be colculoed 0 MR HOWARD:  Bruce, | am not gelfing

2 pursuant fo GAAP. il info this debate with you.
| 22 You always fry To use an objedive standord N MR.LEONARD:  Is that a problem? No?
3 0 they ore colculeted the some woy. That is the B MR. MEADOWS: - Bruce, why don' we just

4 genesis of 2,11, ifyouwill the sense we were U produce if? Lef's just produce it. If we are going
t25 lolking about. Adjust B1o the rules used on C. §s fo tee il up in court, tee if up in court,
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| Interview of S.H. Meadows - 62 | Interview of S.H. Meadows - 64
i 1 MR LEONARD: - 1 think if you are going ] MR. MEADOWS:  Bruce, | would like you o
02 fo objed to something, the judge has fo know whet 2 look through the fles | have not yet reviewed, that
|3 you ore objeding fo. 3 are in my possession, ond i there are the subjed
P4 MR HOWARD: By definition, if you send - 4 of this issue, then we should also produce those and
5 it Yo us we will crystallize it for the discussion 5 let Peter make his objedions and go fo court, We
) thot we are going fo have. Send it o us. Don} 6 will get it oll. And | think KPMG should have the
7 iry and infed these people foday. 7 benefit of oll tha.
8 MR.{EONARD:  There may be other stuff. 8 s my foult, quys. | hove been siting
9 We have just come across some of this stuff 9 on alot of documents. | apologize.
10 yesterday. There may be other siuff, 10 MR LEONARD: ~ We will resume this, once.
i So it you are suggesfing thot as we gel 1 Peter and | have had an opportunity fo resolve
12 documents that we feel KPMG would be benefifled by, 12 something or have it setiled. s that how we are
13 we should send them fo you and you would tell us 3 leaving this?
14 whether you see ony objedion fo... 14 MR. BUSCHHAUSEN:  Yes.
15 MR HOWARD:  Whether we asser a daim 15 MR.LEONARD:  Peler, is thet okay?
P16 privilege over them, yes. 16 MR. HOWARD: 1 assume that is whot we
7 MR. LEONARD:  Okay, some of this stuff 17 reserved, yes. If Mr. Meadows feels that he has
;18 doesn' involve lowyers. You are ol going fo daim 18 more 1o say, it these documents are fabled fo be
19 - privilege for that? 19 addressed, he should have the chance fo say if.
20 MR. HOWARD:  Bruce... 20 MR LEONARD:  There you go. Good.
1 MR. BUSCHHAUSEN:  Since we are on the il Thark you.
n record, we have requested in other inferviews, n MR. BUSCHHAUSEN:  Thank you. We have
YA information lhat people soy they might have, Maybe WA completed our inlerview and we are off the record
yL we could jus! agree that you will provide that (4 now,
2 information lo Peler and that subsequently wilf be %
Inferview of S.H. Meadows - 63 ! fnterview of S.H. Me
shored with us, unless there is an objedion between
the two of you, because | think that s just
| consistent with how everything has been done fo this ,}
; point, !
i MR. MEADOWS: I there any document we 2
! had been requested o provide thal we havend 5
provided, under a resiridion of privilege or 6
otherwise? 7
MR. LEONARD: 1 don't think so. 8
10 MR MEADOWS: Do we have a lisl of whal 9
1 has been requesied? { (])
12 MR.ROCKX: There re the models that 1
13 you were falking cbout this morning. 13 1 hereby cerfify the foregoing 1o be o true ond accurate
14 MR. BUSCHHAUSEN: Jm,‘ Hicks' models. 14 above noteyd pro?eedingsef?eld Eefofe meonthe 24TH DAY OF AL
15 MR, LEONARD: | don think Jon . 15 2006 and taken to the best of my skilt, ability and understa
16 idenlified models that he was working on, he soid he 16 :
17 had some projediions for financing. | don’ think 17 }
18 fhereis o Jon Hicks model, 18 } Certfied Comed:
19 MR. BUSCHHAUSEN: ! would have fo.go 19 }
0 back ond fock ot my notes. n }
i MR.MEADOWS:  Why don' you identify g; {
2 what it is. And what should be produced, we will 7 |
'3 produce. ‘ ) 2 } TndeyShow
L} MR, LEONARD:  We are obviously going to 2% } Verbotim Reporter
25 produce more than some people want us fo produce. 2
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