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MoreAcquisitions 
Fewer mergers in Alaska 

By PEG STOMIEROWSKI 

 

Alaska companies, strategizing to survive and ride the waves of historic recession, are continuing 

to quietly troll for smart acquisitions and business combinations. 

 “I think we’ve only seen the tip of the iceberg, Walter Featherly, a managing partner of Patton 

Boggs in Anchorage, whose clients include many Alaska Native Corporations (ANCs), said of 

their involvement in the Alaska business marketplace.  When asked about merger & acquisition 

(M&A) trends, Featherly said while he’d noted an increase over the last couple of years, he’d 

observed more acquisitions than mergers on the ANC front.  
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One example he cited was the acquisition in 2009 by Koniag Development Corp. of  Dowland-

Bach Corp., a specialty manufacturing and alloy distribution company that services the North 

Slope oil industry. KDC is the wholly-owned subsidiary of Koniag Inc., the Alaska Native 

regional corporation for the Kodiak region.  With its acquisition of Dowland-Bach, Featherly 

reflected, Koniag was able to bring more capital and other resources to what already was a very 

successful, but relatively small, business operation.  

One reason for the perceived quickening, Featherly noted, is that many of the ANCs, as they 

have grown and matured, have the capital and infrastructure to diversity and expand into Alaska-

based or other markets. Another factor in the increase has been changes in the government 

contracting regulatory environment, particularly regulatory activities pertaining to the Small 

Business Administration (SBA) 8(a) business development program. 

Stricter interpretation and enforcement of SBA 8(a) rules, and greater scrutiny of the process, 

have made it harder for ANCs to expand their federal contracting business operations by forming 

new 8(a) businesses from the ground up, Featherly said. For example, in recent years, he said,  

the SBA has granted many fewer waivers of the rule requiring concerns applying for 8(a) 

certification to have two years of successful business operations. In such a climate, picking up 

other small businesses, especially those with a proven history of successful operations, can 

represent an attractive alternative to starting a business from scratch. 

Even where a suitable target company exists, an ANC may choose to acquire only 51 percent of 

the equity because that’s all that’s required for stock or ownership interest in order to achieve 

8(a) eligibility, he said.  Only rarely, he added, would it make sense for an ANC-owned 

subsidiary to merge with a target company. 
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The motivation for greater expansion and diversification in home territory is inherent in the very 

foundational structure of the ANCs, he said.  Citing aviation giant Boeing’s decision to move its 

headquarters from Seattle to Chicago, Featherly noted that ANCs “are never going to be moving 

their headquarters outside of Alaska,” and so will always have a finger on business and 

development opportunities in the Alaska market and will always have the motivation to own and 

operate local businesses because they provide greater opportunities for their shareholders.”   

The other attraction of Alaska-based businesses, he added, is the tremendous growth potential 

that Alaska offers compared to what’s available to companies in many Lower 48 or global 

locations. 

Factors on the horizon that could negatively impact ANCs seeking growth mainly concern the 

increased 8(a) scrutiny, more competitive business climate and pressures to reduce the U.S. 

budget and government spending, he said. 

“As we run through the stimulus money,” he said, “my belief is that ANCs will see a drop in 

volume in government contracting activity.”  This already is playing out, he said, in the general 

tightening that’s afoot through the various procurement reform initiatives that are underway or 

planned. 

Those companies that are most adept at getting ahead of the change curve and adapting to new 

requirements will have the best chance of survival, he said.  In this shifting field, knowing and 

anticipating the new rules of the game are key and investing in smart advisors, information 

sources, and connections will be critical.  
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The larger picture 

In general, economic observers suggest U.S. merger activity, which in many areas slumped after 

the 2008 meltdown, could be seeing an upswing in 2010. Over the last 20 years, Harvey Meier’s 

consulting firm, Harvey A. Meier (HAM) Co., in Ashland, Ore., has been retained by about 

15 privately held companies to facilitate mergers, but among his clients he’s noted a slowdown 

in recent years.   

While the uncertain economy probably plays a role, he said, in Alaska so might a relatively new 

accounting law, 141 (R), which changed associated recording and reporting requirements. While 

previously in a merger, companies could compare book values before and after a business 

combination, the new standard required that the firm being acquired be assessed at market value. 

Often, Meier says, this can change the dynamics of a transaction; now one of the companies 

must be specified as the acquirer/survivor, that can be taken to infer that the company not being 

designated the survivor is being taken over.  

In Anchorage, Featherly noted, however, that the rule change has had little impact on ANCs 

because most business combinations in which ANCs are involved are relatively straight-forward 

acquisitions, in which it is clear that the ANC is the acquiring entity.  

In Meier’s experience, mergers tend to be more psychologically complicated than acquisitions, 

involving competing interests and emotional agendas that can test even the best of leadership 

skills.  
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Lessons for CEOs 

While the rewards of a merger can be substantial, advises one CEO with substantial M&A 

experience, attaining and listening to the expertise of a professional merger team often is 

essential in what can be a bruising arena. Definitely, “whoever stands up there (as the face most 

associated with the merger) has to be willing to take a beating.” 

At Pacific Northwest (PNW) Farmers Cooperative in Genesee, Idaho, while an initial millennial 

failed merger attempt was followed by other successful bids under his tenure as CEO, Bill 

Newbry says he took that first experience personally and learned from it. Basically, he learned 

the importance of timing and projecting confidence despite any broader awareness of possible 

outcomes.  

 “If you’re not 150 percent sure that this merger will work,” he said, “then you’d better not even 

stand up and say I think we’d better merge. What you say is, ‘Look, all of the numbers prove that 

this will work.’ What you don’t ever want to say, for instance, is ‘their culture is so bad, we hope 

we can improve it.’ ” 

As an agribusiness cooperative covering an area 300 miles long and 75 miles wide, PNW is 

owned by its 720 members. The coop today owns three barge-loading terminals on the Snake 

River, three train-moving facilities, four seed plants and two processing facilities.  

In the initial merger effort, some troubled “sister” coops that had failed to diversify and were 

becoming stagnant, threatening losses, were taking notice of his coop’s strength and expansion. 

One of the weakened groups approached with the idea of attempting a merger. Although in 

working together, “at no time did our company project the image that we were taking over,” 
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Newbry recalls, “they knew that they were not in the driver’s seat and became defensive in 

almost every aspect of the merger.”  

The bid, nonetheless, won favor with that coop’s voters but failed by four votes on his coop’s 

side. Newbry attributes that in part to a housekeeping oversight – the failure to review and 

“clean up” old membership lists. In addition, “there was a perception by our growers that the 

coop coming in would drag this one down.” 

Besides projecting positive results, he learned, in a merger it’s important for an advocate or 

leader to do a lot of homework on basic issues and potential deal-breakers (e.g., company 

naming and office location issues, board makeup, settling patronage questions, etc.), deciding 

some key stands before calling in the “merger team” of consultants, legal and accounting help. 

What others might refer to as the “synergy” of productively bringing two entities together he 

identifies in more simple terms as what someone in one camp wants from the other. 

After that, he said, it’s mainly a matter of movement – having the fortitude to honestly assess a 

calculated risk, do your due diligence, then step forward, stay where you are or step back from 

the brink.  Recalling some famous words attributed to Yogi Berra about coming to a fork in the 

road and taking it, Newbry said, “ that’s what you do … and (often in business) if you don’t, 

you’re dead.” 

Here are a few of Newbry’s tips: 

• Always be cautious about what you say and how you say it. 

• Keep your eyes wide open at all times. 

• Don’t delay change until you’re too weak to pull it off. 
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• Do your homework. Know what the pitfalls and potential deal-breakers are. 

• Board members should not be selfish or have personal agendas. 

• Don't forget you need the professional merger team to ultimately pull all of the processes 

 together. 

Other factors in mergers 

Companies combine for many reasons, including economies of scale and the desire to achieve 

financial and management efficiencies. The process can be arduous, expensive and time 

consuming, Meier said.  While getting to the point of voting can take six to nine months, often 

that’s just the start of it.  In practicality, it takes longer – perhaps another year -- to see the 

effective integrating/merging of the financial, management and operating functions of the 

companies.  This can be pretty intense, and “that’s where management teams can get nervous 

about their positions.” 

While blending cultures is challenging and many unexpected things can scuttle a deal, the name 

of the new entity can be one of the most contentious and distracting issues, Meier said; often he 

will form a committee to start coming up with names from the start.  In addition, the location of 

the headquarters office, designation of the CEO, and seating on the new board can be sensitive 

matters. 

Facilitation services 

Some companies use in-house attorneys to identify and analyze the main legalities and issues 

involved in a merger, often including the updating of bylaws and laws of incorporation.  While 

mergers typically require a vote of shareholders of both companies, boards of the acquiring 
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entities typically approve acquisitions without out shareholder approval, although in Alaska, the 

approval by the shareholders of the selling company, as well as the board of directors, is in most 

cases required. Some firms will hire outside facilitators, attorneys, and accountants who 

understand the industries well to assist in facilitating M&A transactions.  

A facilitator should be able to demonstrate a track record of successfully facilitating merger 

transactions. Key factors, Meier said, include the facilitator’s personality, conflict management 

skills, ability to separate fact and emotion, and ability to keep the process on track and moving 

forward without undue delay.  

Generally, when facilitating, Meier said, he brings two or more boards together to review 

ground rules.  He may break them into groups to address such questions and objectives as 

what’s in it for their shareholders if they merge.  The same day, he meets with the boards 

separately to review the objectives and ascertain that the board members are in alignment with 

the process.   

If such alignment exists, he said, they may execute a letter of intent to merge that begins the due 

diligence process.  The next step usually is a legal feasibility study.  That study may be 

conducted by a steering committee convened for that purpose, including three board members – 

the chair, vice-chair and another member – and the CEO.  This committee often is assisted by 

the facilitator who guides the process, a CPA, and an attorney.  A letter may be sent to 

shareholder/stockholders and employees of both companies attempting to openly explain the 

process that is only beginning. 

The best time to consider a merger is when economic reasons don’t demand it, he said, that is, 

when two strong companies bring something to the table for their mutual betterment.  
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Sometimes, Meier said, companies that have been working together for awhile in strategic 

alliances/partnerships or joint ventures will decide to take things a step further — an approach 

that tends to results in smooth merger transactions. 

SIDE BOXES IN ARTICLE 

Mergers: Lessons Learned 

1.      Minimize rumors & emotional issues 
2.      Anticipate how to mitigate risk (i.e., environmental, market, financial) 
3.      Pay attention to differences in the cultures of merging entities 
4.      Consider keeping the identify of one of the original entities being merged 
5.      Use third-party professionals to facilitate the process 
6.      Be very clear on how management and board members will be selected 
7.      Be prepared for the unexpected 
8.      Study the issues thoroughly 
9.      Maintain integrity throughout the process 
10.  Validate reasons for pursuing the merger 
11.  Make sure all issues are addressed openly 
12.  Strive for unanimous support/approval at the board level 
13.  Be patient – don’t rush the process 
14.  Honor commitments 
15.  Resolve the name issue near the end of merger talks 
16.  Keep an open mind and think about the future 
17.  Listen to all the facts before making a decision 
18.  Ask questions – lots of questions 
19.  Don’t make decisions based on personal feelings 
20.  Discuss problem areas openly and constructively 
21.  Establish a reasonable timetable 
22.  Never meet together without your facilitator(s) being present 
23.  Keep shareholders informed and address rumors as they arise 
24.  Resolve management selection issue fairly, including compensating the outgoing CEO or      

find a new position for him/her in the new company. 
25.  Be prepared to make a substantial time commitment 
26.  Don’t be thin-skinned 
27.  Rehearse shareholder information meeting presentations 
28.  Focus on the long-term benefits/rewards of the merger 
  
Source:  Harvey A. Meier Co. 
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The Four Phases of Merging 

 1.      Courtship – Letter of Intent 
 2.      Engagement – Feasibility Study 
 3.      Get Married – Plan of Merger 
 4.      Divorce – Disengagement 

  
Source:  Harvey A. Meier Co. 
  

Why Merge? 

1. Increase returns to shareholders (an economic driven merger) 
2. Expand /purchasing alternatives 
3. Strengthen competitive position/build market share/gain market efficiencies/position (a 

strategically driven merger) 
4. Achieve economies of scale/reduce overhead 
5. Enhance depth of management and staff 

 
 Source:  Harvey A. Meier Co. 
 
 
 The Seven Deadly Sins of Merging 
 
 
1. Poor due diligence 
2. Delaying the start of the merger integration process once approved by shareholders and 

dragging out the finish 
3.  Allowing divergent initiatives 
4. Taking too long to answer (“what's in it for us”) questions by the entities considering a 

merger  
5. Under-communicating 
6. Putting no one in charge 
7.  Ignoring project management discipline 

      
Source:  Harvey A. Meier Co. 


