STRATEGIC CONTINGENCY PLAN


------------------------------------------------------------------------------------------------------

I. Hopefully, this contingency plan will give you some guidance on how to wind down my business & personal affairs.  

II. Day 1
Critical Information:

a. My ________, ________, has keys to my office and desk.

b. My appointment calendar is in my __________________.

c. Do not close the business.

d. Put ________ in charge of all operations until the Advisory Committee makes a further decision.

e. Corporate safety deposit box.  Don't look for a personal safety deposit box; all of my stuff is in the company box in a separate container and/or box.  

f. ____________ is to notify by telephone the five largest customers listed below:  

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

g. ____________ is to notify by telephone the five largest suppliers listed below:  

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

Name: __________________________ Number: ________________

h. Advisory Committee to call _____________at ____________Bank.  Set appointment to   review bank relationship.  (Note:  They better find out soon what level of financial support the bank will continue to provide.)

i. An inventory of personal assets (including insurance) is inside my desk in a file marked "Personal Statement".  

j. My Will is held in the Corporate Safety Box.  My daughter, ___________, has a copy as does my CPA_______________.

III. Create a three person Advisory Board to approve corporate policy decisions:  

a. One of your children, perhaps ___________; your CPA,____________; and a brother or sister of your choosing.

b. If they wish they can add one or two persons to the Advisory Board.  This person or persons could be __________ or __________of (  Business Name)   and/or one of your other brothers or sisters. 

c. Arrange for complete indemnity for advisors. 

d. The first job of the Advisory Committee will be to define "policy decisions" and make sure __________ and ____________ get a written communication on this subject.  I suggest at this point you resist the temptation to hold the reins too tightly.

IV. Action Plan:

a. Advise all parties that __________ is Chief Operating Officer reporting to the Advisory Committee.  Do this on a "needs to know basis".

b. Do not try to operate business on a long-term basis.  The business harbors too many risks for non-operating owners.

c. Listen to any employee proposal.  They probably do not have the money to acquire the Company.  I am also doubtful as to whether any of them have the entrepreneurial spirit.  No high leverage deals.  (_____________, if you hire someone who is qualified and they are interested you should have insurance funded Buy-Sell Agreement in place.)

d. The most likely buyer is the ______________ in _______________.  They are an honorable competitor and will deal fairly if they have an interest.  Consider both cash and non-cash options since they have a considerable net worth.  Ask for minimum of 1 and 1/2 times book value with long-term lease on the office.  Do not consider anything less than book value plus $100,000.  If I were selling it today (November 1, 2000) I would ask for $1,000,000.  (This date and figure will be updated annually)

e. An alternate purchaser would be __________ in ____________.  Do not try to negotiate two deals at once.  Word will leek out and you will lose both.  

f. If these two contacts do not produce a sale, hire ________________.  I have dealt with them in the past and you can trust them.  Suggest minimum commission of $50,000 against a 5-4-3-2-1 "Lehman" formula.  Be sure to exclude from the commission agreement the two companies referenced above.

g. Set aside 5% of the purchase price as special employee bonus.  Make sure ________ & ________ know about this in advance and allocate 25% of the bonus pool to ________ if he successfully negotiates a sale.  Purchase price and terms to be approved by the Advisory Committee.     

h. Pending sale, watch inventory purchases closely.  Do not let inventory go over $_______.  Also, watch receivables aging and aggressively pursue anything over 60 days.

i. If no buyer can be found for the entire business, consider selling ___________ separate from ____________________.

j. As last resort, have an auction of assets.  Be sure to set minimum bid on each item.  Have _______________, in ________,___; hold the auction, as he is very honest and easy to work with.  

Sincerely,

_______________________________________      Date__________________
_____________________________________________________








