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A note from this month’s

Featured Sponsor

Leadership –The Key Factor in Creating Enterprise
Value
By Richard Szekelyi
Leadership is possibly the most fundamental and critical component of any
organization’s success under any circumstances. Much has been written about the
effect of sound leadership. I would wager that most of us agree that effective leadership
plays an important role in a company’s performance. Here we look to summarize a
practical approach to assessing the effectiveness of leadership within a company, and
offer a real-world example of the dramatic, positive impact that can be achieved by
changing from ineffective to effective leadership.
Management and leadership are not the same things. In his article, “What Leaders
Really Do,” John P. Kotter distinguishes management from leadership by suggesting
management involves coping with complexities, while leadership is about coping with
change. Management activities involve planning and budgeting; organizing and staffing;
control and problem solving. Leadership involves setting direction, aligning people, and
motivating. Both are important to a company’s success. However, leadership seems to
be the secret elixir that results in a strong and sustainable competitive position, one that
creates exceptional enterprise value.

Continues...(Feature Article, p. 3)

President’s Report 
by John K. Lane

Dear Ohio TMA Members and Friends,
I survived!
As I mentioned in last month’s newsletter, I was just about to embark on the demolition
of my little-used sunroom, turning it into an extended outdoor patio. I am proud to say
that I did not injure myself, well, at least not seriously. Aleve cures many ills.
The completed project reminded me of how rewarding hands-on ownership of a project
can be. Sure, it is hard work, it can challenge your capabilities and it always seems to
create a mess! But when you are done, you get to stand back (I do so generally with a
beer or a glass of wine), view your completed project and take pride in a good task
accomplished.
Continues...(President’s Report, p. 2)

For over 25 years, Phoenix has provided operationally focused solutions for middle
market companies in transition. Phoenix Management Services provides turnaround,
crisis and interim management, specialized advisory and operational due diligence
services for both distressed and growth oriented companies. Phoenix Capital Resources
provides seamless investment banking solutions including: M&A advisory, complex
restructurings and capital placements. Proven. Results. 
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President’s Report (continued)

Frankly, I guess that is why I feel that the turnaround profession is one of best to be in.
While the mess is created before you show up, you get to roll up your sleeves and start
working on a very challenging situation. And, better than creating just a patio, you are
saving jobs, saving a company. At that point, you really can stand back, view the newly
reinvigorated company and take pride in a great task accomplished.
By the way, in case there are any naysayers questioning my hands-on participation, I
thought that I would offer up a photo as proof!

One last side comment before going into chapter events: As all of you know, our
industry has been counter-intuitively quiet, given the financial challenges our country is
facing. As I have been describing it for quite some time, the problem is that companies
are “too broke to go bankrupt.” So it was interesting to see an article published a few
days ago with the very same title (“Too broke to go bankrupt,” CNN Money, May 7,
2012). While the topic of the article was on personal bankruptcies, it certainly holds true
for companies. Clearly, that appears to be behind the increase in receiverships and
other alternatives to bankruptcy.

Let us talk now about Ohio TMA chapter events.

Thanks go to Sally Barton of KeyBank for the lively workout panel event that she put
together last month. Sharon Rader of PNC, Michael Panichi of KeyBank and Tom
Goodwin of Debt X shared their views with us regarding troubled companies and real
estate. The general consensus was that the number of bad loans flowing into workout
had decreased, but those that remained were ugly, likely driving more receiverships and
liquidations. The good news was that the refinance market was getting more robust and
that cash flow deals were on the rise. The panel even noted that they were seeing some
workout credits making their way back to the credit departments.

As mentioned in my recent email to our membership, your board has obtained
discounted rates for all non-attorneys attending the Cleveland Metropolitan Bar
Association’s (CMBA) William J. O’Neill Bankruptcy Institute. The “O’Neill” will be held
on Thursday and Friday, May 17-18 at the Wyndham Hotel. To take advantage of this
opportunity, print out and fill in the O’Neill registration form, selecting the affiliate
members (No CLE) registration category. Note that you are a TMA member and you will
save almost $200 from the non-member rate.
Continues...(President’s Report, p. 3)
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President’s Report (continued)
Time’s a wasting if you want to sign up for our second annual reinstated Great Lakes
Regional Conference, hosted by the Michigan, Ohio, Pittsburgh and Upstate New York
TMA chapters. On May 24-25 we will be convening at the Peak 'n Peak Resort in
Clymer, New York to play golf, network, learn a bit, and perhaps even knock back one or
two adult beverages. It sounds like the rooms and foursomes are going quickly, so make
your reservation as soon as you can. There are a few remaining conference and golf
sponsorships available. Call Rick Szekelyi at 216-832-6977 or email him at
rszekelyi@phoenixmanagement.com if you want to take advantage of this opportunity.
In celebration of summer, we will next be holding our Summer Social on June 12 at
Shoreby, held in conjunction with ACG. This opportunity to network on the lakeshore is
really a wonderful and well-attended event. I just got off of the phone with Randy
Markey, the Cleveland ACG President, to discuss this event. Somehow, seeing a bunch
of folks standing in the bright summer sun in suits, ties and other dressy business attire
takes away from the ambience. As such, Randy and I have agreed to heavily promote
CASUAL ATTIRE. Rumors that folks in suits and ties will be accidently thrown into the
lake are merely rumors, but it is always best to be cautious!
Finally, I am really looking “Fore!-ward” to our legendary annual TMA golf outing on July
16. I think that I can get the rust off of my golf clubs, it is getting the rust out of my game
that I am concerned about.
You can sign up for all of the TMA events at www.turnaround.org. I hope that we will see
you there!
Best regards,
John K. Lane
President of Ohio TMA
jlane@ingw.com
216-533-5860
 

Feature Article (continued)
An assessment of a company’s management focuses on aspects such as functional
technical skills and knowledge, ability to organize work in an optimal manner, the
existence and use of systems to track and control performance, and the ability to
problem-solve. The elements reviewed are relatively tangible including annual budgets,
business plans, financial and operational reporting, production plans, liquidity models,
staff planning, sales plans, customer tracking systems, and vendor management
systems.
The assessment of leadership is less tangible. However, Daniel Goleman, author,
psychologist and science journalist, provides a practical framework from his research on
emotional intelligence. Goleman groups management capabilities into three categories:
technical, cognitive and emotional intelligence. As one moves up the management
chain, emotional intelligence becomes the distinguishing factor of high performance.
Goleman presents five components of emotional intelligence that can serve as a useful
framework in assessing leadership in his article “What Makes a Leader.” The following
summarizes these components.
Continues...(Feature Article, p.4)

Louise Walsh

To subscribe, visit the TMA website:
www.turnaround.org
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Feature Article (continued)
 

EI Components Definition Hallmarks

Self-awareness Knowing one’s strengths,
weaknesses, drives, values, and
goals - and their impact on others.

- Self-confidence 
- Realistic self-assessment
- Self-deprecation sense of humor
- Thirst for constructive criticism

Self-regulation Controlling or redirecting disruptive
emotions and impulses.

-Trustworthiness
- Integrity
- Comfort with ambiguity and change

Motivation Being driven to achieve for the sake
of achievement.

-A passion for the work itself and new challenges
- Unflagging energy to improve
- Optimism in the face of failure

Empathy Considering others’ feelings,
especially when making decisions.

-Expertise in attracting and maintaining talent
-Ability to develop others 
- Sensitivity to cross-cultural differences

Social Skill Managing relationships to move
people in desired directions.

-Effectiveness in leading change
- Persuasiveness
- Extensive networking
- Expertise in building and leading a team.

Real World Example
At the encouragement of the Board of Directors, Phoenix was engaged to perform an assessment of this PE-sponsored
company. The scope of our engagement included an assessment of the company’s management. The company generated
revenue of over $200 million, employed approximately 850 people, and had been generating sporadic and anemic earnings
since the sponsors invested in the company. Our charge was to identify ways to improve performance in order to build enterprise
value for the owners.

Without getting into the details of our assessment and findings, suffice to say that most of our findings were relatively positive,
including our assessment of management. Our opinion was that the management team was comprised of technically competent
individuals, supported by adequate operating, financial and management information systems. The problem highlighted through
our work was with the leadership of the organization. That is, the issues were in the office of the CEO.

The CEO had been at the helm for well over a decade. He was intelligent, very experienced in the industry, and spent most of
his waking hours on company business. He controlled essentially every aspect of the company. Convinced that he was, by far,
the best person for whatever job arose, be it pricing, product development, purchasing, operations or sales, he rarely included
his management team in planning, decision-making and problem solving. Despite their knowledge and expertise, he believed he
simply did not need their input.

Further, he functioned in an environment of secrecy. Virtually no one on his management team was privy to how the CEO made
decisions, or the information on which he relied. He maintained each of his managers in their respective silos, allowing them
access to selective information he felt was appropriate. In some cases, we found the information altered to meet the CEO’s
objectives. He managed his team through control, intimidation and favoritism.

No one on his management team, with the exception of the CFO, had access to the financial performance of their respective
areas, let alone the performance of the company as a whole. The CEO went so far as to withhold information from his CFO that
was pertinent to managing the liquidity of the business.

Despite his vast industry knowledge and commitment to the company, the CEO failed when measured against what Goleman
considers the most important capability in a senior manager - emotional intelligence. As such, in order to improve the chances of
creating future enterprise value, it was Phoenix’s recommendation that a change at the top of the organization was necessary.

Continues...(Feature Article, p.5)
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Feature Article (continued)
A new CEO was identified and hired to replace the incumbent. Without belaboring the point, the new CEO scored high on all five
components of emotional intelligence.
- He was sensitive to his strengths and weaknesses.
- Solicited suggestions on ways he could improve his performance.
- Aware of the needs and capabilities of managers on his team.
- Persuasive in motivating people to accept their unique roles that contributed to the company’s success.
- Built an esprit de corps among the members of the management team, yet promoted the expression of divergent opinions, and
encouraged the team to seek “best solutions”.
- Challenged team members to be part of the decision-making process, regardless of whether or not the issue fell directly within
their area of responsibility.
- Openly shared information regarding the company’s performance with associates throughout the organization.
The new CEO created an environment where everyone, management and associates alike, could feel valuable. People began
believing their efforts counted and contributed to the company’s success. In turn, they also felt they stood to benefit as well.
Installing a CEO with strong leadership characteristics, as evidenced by high marks on the emotional intelligence framework,
resulted in a dramatic improvement in the company’s performance. During the first year under new leadership, the company
consistently performed at or above plan. In fact, by mid-year, management had achieved the annual EBITDA plan, a plan that
was considered aggressive when adopted in that it called for a 50% improvement in EBITDA. At the time of my last contact with
the new CEO, the company was on track to generate EBITDA of nearly three times that generated the year before he assumed
the reins. Providing the improvement in earnings is sustainable, the sponsors stand to enjoy significantly more enterprise value
than was foreseeable under the previous CEO.
While this case may, admittedly, be an extreme example of the impact leadership characteristics and emotional intelligence at
the top of an organization can have, the framework developed by Goleman can serve as a useful tool in evaluating this important
capability in the leadership of companies, whether they are portfolio companies, borrowers, acquisition targets, or when hiring a
new CEO.
The author is Managing Director of Phoenix Management Services.

Panelists from the April Event.

Announcing the Turnaround/Transaction of the Year Award!
We are excited to announce the 2012 Ohio TMA Turnaround/Transaction of the Year Award. This year we will recognize the
Ohio TMA member professionals involved in the best turnaround or transaction in Ohio for 2012. We will celebrate the winner at
an awards ceremony during the TMA holiday social in December.

The deadline to submit applications is October 31st.The deadline to submit applications is October 31st.
The entry package is to be completed by the turnaround professional with the assistance and concurrence of the company
involved. See upcoming TMA newsletters for links to the entry package as well as the historical financial statement form.
Even if you do not have an entry this year, please encourage someone you know who has completed an outstanding turnaround
to send in an application. Or better yet, let us know and we will contact them.
If you have any questions regarding the application, please contact Mark Seryak at mark.seryak@firstmerit.com.
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2012 Meeting Schedule*
May
Cleveland Metropolitan Bar Association's (CMBA) William J. O'Neill Bankruptcy Institute held May 17-18 at the Wyndham
Playhouse Square Hotel. Affiliate Member (No CLE) rates have been obtained for non-attorney TMA members. Additional
information and sign up at http://www.clemetrobar.org/. Print out the registration, fill it out, designate yourself as a TMA member
and send it in.
Great Lakes Regional Conference held May 24 - 25, 2012 at the Peek 'n Peak Resort & Spa. Registration begins at 10:00 AM on
May 24. Shotgun start for the golf will be at 12:30 PM. Opening reception and dinner begins at 6:30 PM. On the morning of May
25, the speakers will be Bernard Schoenfeld, who will be presenting Business in a Distressed Global Economy and Urmi Ashar
and Mike Corkran who will be presenting China and India – What Does the Future Hold. Adjournment will be at 11:45 AM.

June
Summer Outing with ACG - June 12, 2012 Shoreby Club

July
Golf Outing - July 16, 2011 - Mayfield Country Club
*Event dates and locations are subject to change
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