
 

ADAM L. DUNAYER 
Houlihan Lokey Howard & Zukin Capital 
200 Crescent Court, Suite 1900 
Dallas, Texas 75201-7843 
Telephone: 214-220-8470  

Investment Banker to the Debtors 

 

UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 
 

---------------------------------------------------------------x 
In re:       : Chapter 11 
       : 
VARTEC TELECOM, INC., et al.,   : Case No. 04-81694-SAF-11 
        :  
    Debtors.   :  Jointly Administered 
---------------------------------------------------------------x 
 

SECOND INTERIM APPLICATION FOR ALLOWANCE OF FEES 
AND REIMBURSEMENT OF EXPENSES OF HOULIHAN LOKEY  

HOWARD & ZUKIN CAPITAL AS INVESTMENT BANKER  
TO THE DEBTORS FOR THE PERIOD 

MARCH 8, 2005 THROUGH JUNE 7, 2005 
 
 
Name of Applicant: Houlihan Lokey Howard & Zukin Capital  
 (“Houlihan Lokey”) 

   
Authorized to Provide  
Professional Services as: Investment Bankers to the Debtors  
 
Retention Date: December 8, 2004 
 
Period for which 
Compensation is Sought: March 8, 2005 – June 7, 2005  

(the “Application Period”) 
 
Total amount of fees and 
expenses approval sought for: $464,005.93 
 
 
Amount of unpaid fees and  
expenses approval sought for: $89,210.47 
 
 
Houlihan Lokey is not seeking any compensation for the preparation of this Application. 
 
This is an:            X      interim                 final application 
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ADAM L. DUNAYER 
Houlihan Lokey Howard & Zukin Capital 
200 Crescent Court, Suite 1900 
Dallas, Texas 75201-7843 
Telephone: 214-220-8470  

Investment Banker to the Debtors 

 

UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 
 

---------------------------------------------------------------x 
In re:       : Chapter 11 
       : 
VARTEC TELECOM, INC., et al.,   : Case No. 04-81694-SAF-11 
        :  
    Debtors.   :  Jointly Administered 
---------------------------------------------------------------x 
 
 

SECOND INTERIM APPLICATION FOR ALLOWANCE OF FEES 
AND REIMBURSEMENT OF EXPENSES OF HOULIHAN LOKEY  

HOWARD & ZUKIN CAPITAL AS INVESTMENT BANKER  
TO THE DEBTORS FOR THE PERIOD 

MARCH 8, 2005 THROUGH JUNE 7, 2005 
 
 

Houlihan Lokey Howard & Zukin Capital (“Houlihan Lokey”), as investment 

banker to the debtors and debtors in possession (collectively, the "Debtors") hereby submits its 

second application for compensation and reimbursement of expenses  (the “Application”) 

pursuant to 11 U.S.C. §§ 327 and 328(a), Bankruptcy Rule of Procedure 2014, the Local Rules 

and Orders of the Bankruptcy Court for the Northern District of Texas and the Amended Order 

Establishing Procedures for Monthly and Interim Compensation and Reimbursement of Expenses 

for Case Professionals [Docket No. 118] (the “Compensation Order”) dated November 5, 2004.  

Houlihan Lokey’s Application seeks compensation for investment banking services performed 

and expenses incurred during the period commencing March 8, 2005 through June 7, 2005  (the 
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“Application Period”).1  Further, Houlihan Lokey seeks to continue employment pursuant to 

Bankruptcy Code §328. 

By this Application, Houlihan Lokey moves this Court for an Order approving 

interim compensation in the total amount of $449,250.00 which is comprised of (a) interim 

compensation in the amount of $150,000.00 (Monthly Fees of $100,000 per month for March, 

April, May and June 2005 (all Monthly Fees for this Application Period were offset by fifty 

percent (50%) pursuant to the terms of the Compensation Order)), (b) Gross Transaction Fee for 

the Canadian Sale of $299,250.00 and (c) the reimbursement of actual and necessary expenses of 

$14,755.93.  Total compensation and expense reimbursement being requested for this 

Application Period is $464,005.93 of which $89,210.47 remains unpaid.  This Application is 

supported by the Certification of Adam L. Dunayer, which is annexed hereto as Exhibit A.  In 

support of this Application, Houlihan Lokey states as follows: 

BACKGROUND 

1. On November 1, 2004 (the “Petition Date”), the Debtors each filed a 

voluntary petition for relief under chapter 11 of title 11 of the United States Code (the 

“Bankruptcy Code”) in the United States Bankruptcy Court for the Northern District of Texas 

(the “Bankruptcy Court”). Pursuant to sections 1007(a) and 1108 of the Bankruptcy Code, the 

Debtors continue to operate their businesses and manage their properties and assets as debtors in 

possession.   

JURISDICTION AND PROCEDURAL BACKGROUND 

2. This Court has jurisdiction over these proceedings under 28 U.S.C. §§157 

and 1334.  This is a core proceeding under 28 U.S.C. §157(b)(2)(A). 

                                                 
1 See paragraph 6 for explanation of the Application Period. 
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3.  Venue is proper in this Court pursuant to 28 U.S.C. §§ 1408 and 1409. 

4. On November 1, 2004 (the “Petition Date”), the Debtors each filed a 

voluntary petition for relief (collectively, the “Cases”) under chapter 11 of title 11 of the United 

States Code (the “Bankruptcy Code”). 

5. Since the Petition Date, the Debtors have continued to operate and manage 

their businesses as debtors in possession pursuant to Bankruptcy Code §§ 1107(a) and 1108.  

TERMS AND CONDITIONS OF COMPENSATION OF HOULIHAN LOKEY 
 

6. On November 19, 2004, the Debtors filed an Application To Approve 

Employment of Houlihan Lokey Howard & Zukin Capital as Investment Banker For The Debtors 

(the “Retention Application”) [Docket No. 227].  Pursuant to §§ 327 and 328(a) of the United 

States Bankruptcy Code and Rules 2014 of the Bankruptcy Rules of Procedure, on November 22, 

2004, the Court entered an Interim Order Approving Application to Employ [Docket No. 272] 

and on December 16, 2004, the Court entered the Final Order Approving Application to Employ 

[Docket No. 568] (collectively, the “Retention Order”).  A copy of the Final Retention Order is 

annexed hereto as Exhibit B.  The anniversary date of the Houlihan Lokey Engagement 

Agreement is on the 8th day of each month.  

7. The terms and conditions of Houlihan Lokey’s engagement in these cases, 

which were embodied in the Retention Application and approved by the Court, are based upon 

Houlihan Lokey’s Engagement Letter with the Debtors of November 1, 2004 (the “Engagement 

Letter”), a copy of which is annexed hereto as Exhibit C.  Pursuant to the Engagement Letter, as 
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compensation for services provided to the Debtors, Houlihan Lokey is entitled to receive from 

the Debtors’ bankruptcy estates (the “Estates”): 

(a) A Monthly Fee of $100,000 (Fifty percent (50%) of all monthly fees 
received will be credited against the Transaction Fees (as defined in the 
Engagement Letter)); 

(b) Upon the closing or consummation of a Sale Transaction (as described in 
the Engagement Letter), the Debtors agree to pay Houlihan Lokey a cash 
fee (“Sale Fee”) as more clearly defined in the Engagement Letter); 

(c) Additionally, Houlihan Lokey’s compensation will include other fees 
including the Restructuring and Financing Fees, as set forth in the 
Engagement Letter; and 

(d) The reimbursement of reasonable out-of-pocket expenses incurred in 
connection with its services under the Engagement Letter. 

 

8. As detailed in the Retention Application, the terms of the Retention 

Agreement were comparable to the terms of Houlihan Lokey and other financial advisors and 

investment bankers agreed-upon in similar engagements, both in, and outside of bankruptcy.  

Moreover, these terms, including the payment of monthly retainer fees, were not only similar to 

those routinely approved by the courts within this District, but were expressly contemplated by 

the Bankruptcy Code. 

9. Subject to Bankruptcy Court approval, Houlihan Lokey seeks payment for 

compensation, plus reimbursement of actual and necessary expenses incurred by Houlihan Lokey 

during the Application Period. 

10. By this Application, Houlihan Lokey moves this Court for an Order 

approving interim compensation in the total amount of $449,250.00 which is comprised of (a) 

interim compensation in the amount of $150,000.00 (Monthly Fees of $100,000 per month for 

March, April, May and June 2005 (all Monthly Fees for this Application Period were offset by 
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fifty percent (50%) pursuant to the terms of the Compensation Order)), (b) Gross Transaction Fee 

for the Canadian Sale of $299,250.00 and (c) the reimbursement of actual and necessary 

expenses of $14,755.93.  Total compensation and expense reimbursement being requested for 

this Application Period is $464,005.93 of which $89,210.47 remains unpaid. 

Summary of Services Provided by Houlihan Lokey 

11. Houlihan Lokey is a nationally recognized investment banking and 

financial advisory firm with 9 offices worldwide and with more than 300 professionals.  

Houlihan Lokey’s Financial Restructuring Group, which has worked on this engagement, has a 

staff of over 100 professionals dedicated to financial restructuring engagements.  In this area, 

Houlihan Lokey has provided financial advice, valuation analyses and investment banking 

services to debtors, bondholder groups, secured and unsecured creditors, acquirors, employee 

stock ownership plans, equity holders and other parties involved with financially distressed 

companies, both in and outside of bankruptcy. 

12. During the Application Period, although a number of other professionals 

worked on this engagement, the following professionals in Houlihan Lokey’s Dallas and Los 

Angeles offices have performed substantial services to the Debtors in these cases: 

Adam L. Dunayer  -  Director 
Christopher Wilson - Director 
Matthew Gates - Vice President 
Brett Lowrey  - Vice President 
Michael Boone - Associate 
Bellamy Suhendra -  Analyst 
Benjamin Williams - Analyst 
 
Biographies of these individuals are annexed hereto as Exhibit D. 
 
13. During the Application Period, Houlihan Lokey’s work on behalf of the 

Debtors involved, but was not limited to: 

(a) Strategic Discussions, Planning and Review.  Houlihan Lokey 
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assisted the Company and it’s other advisors in the contemplation of various strategic issues and 

alternatives.  Some of the major strategic discussions, planning and review activities, included 

the following: the sale of the Company’s operations in Canada, Mexico, and the U.S.  Houlihan 

Lokey professionals routinely met with Company management as well as the Company’s other 

professionals in order to plan and discuss general tactics related to the case. 

(b) Canada and Mexico Sale Processes.  Houlihan Lokey conducted a 

marketing process to sell the stock of the Canadian operations, Excel Telecommunications 

(Canada) Inc. and VarTec Telecom Canada, Inc. (“Excel Canada”), which involved the 

following:   

1. Reviewed and analyzed Excel Canada’s financial condition, 

operations, competitive environment, business plans, historical and 

projected financial results; 

2. Arranged and coordinated management presentations and on-site 

due diligence meetings for interested parties; 

3. Compiled materials containing relevant documentation and 

information necessary for the due diligence investigations by potential 

acquirers; 

4. Assisted interested parties in completing their necessary due 

diligence; 

5. Structured and negotiated a stalking horse contract with a bidder;  

6. Solicited and evaluated two additional Stock Purchase Agreements 

from qualified bidders; and  

7. Conducted an auction between the staking horse bidder and two 
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additional qualified bidders, which increased transaction proceeds to the 

Debtors from $4.5 million to $8.42 million.  

In addition to the Canada sale process, Houlihan Lokey negotiated and closed a 

transaction with the stalking horse acquirer of the Company’s Mexican assets, which resulted in 

proceeds to the Debtors of $1.6 million. 

 
(c) U.S. Operations Sale Process.  Houlihan Lokey continued in its 

marketing process for the assets of the Company’s U.S. Operations.   To this end, Houlihan 

Lokey performed the following tasks during this period: 

1. Continued to contact and solicit the interest of approximately 120 

potential acquirers of the U.S. assets; 

2. Compiled materials into an online data room containing relevant 

documentation and information necessary for the due diligence investigations by 

potential acquirers; 

3. Negotiated non-disclosure agreements with interested parties and 

distributed a comprehensive information memorandum on the U.S. business to 

provide critical Company and industry information and investment rationale to 

interested acquirers; 

4. Arranged for management presentation and on-site due diligence 

meetings with several interested parties; 

5. Assisted interested parties in completing their necessary due diligence;  

and 

6.  Led and participated in negotiations with potential acquirers of the U.S. 

assets.  
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(d) Financial Analysis and Operational Review.  Houlihan Lokey spent 

a significant amount of time analyzing and studying the business for the purpose of preparing due 

diligence material for potential acquirers and assisting these buyers in understanding VarTec’s 

business.  These activities included compiling operational and financial data that would be 

relevant to potential acquirers, and meeting with management personnel to understand certain 

key issues that are critical to the buyers’ due diligence.  Additionally, Houlihan Lokey continued 

to analyze and monitor recent operational results and near term financial projections.   

(e) Correspondence, Meeting and Preparation with Parties-In-Interest.  

Houlihan Lokey expended significant time and effort (both in-person and via conference call) in 

correspondence and meetings with the RTFC, the RTFC’s advisors, the Committee, the 

Committee’s advisors, The Official Committee of Excel Independent Representatives (the “IR 

Committee”) and various other parties-in-interest in these chapter 11 cases.     

 
Houlihan Lokey’s Application 

14. The professional services and related expenses that are the subject of 

Houlihan Lokey’s Application were rendered and incurred in connection with these cases, and in 

discharge of Houlihan Lokey’s professional responsibilities as investment banker for the Debtors 

in their chapter 11 cases.  Houlihan Lokey’s services have been substantial, necessary, and 

beneficial to the Debtors and their estates, creditors, and other parties in interest.  Houlihan 

Lokey believes that the fees and expenses requested by their Application are reasonable and 

necessary-- given the variety and complexity of the issues involved in these cases and the need to 

act or respond on an expedited basis to those issues--and are contemplated by the Bankruptcy 
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Code and this Court’s Retention Order.  Further, given the exploration of other sale processes, 

Houlihan Lokey believes that the continuation of their employment pursuant to Bankruptcy Code 

§328 is warranted and necessary. 

15. In support of this Application, Monthly Fee Statements filed for this 

Application Period are attached hereto as Exhibit E to this Application.   

16. Accordingly, Houlihan Lokey requests allowance of compensation in the 

amount of $449,250.00 for investment banking services rendered during the Application Period, 

and seeks reimbursement for actual and necessary expenses during the same period in the amount 

of $14,755.93.  Details of fees and expenses are set forth in Exhibit E of this Application.   

 WHEREFORE, Houlihan Lokey requests that the Court enter an Order, 

substantially in the form of the Order annexed hereto as Exhibit F, allowing (a) monthly 

compensation for financial advisory and investment banking services rendered to the Debtors 

during the Application Period in the amount of $150,000.00; (b) Gross Transaction Fee for the 

Canadian Sale of $299,250.00; and (c) reimbursement of expenses incurred during the same 

period in the amount of $14,755.93, and that the Debtors be ordered to pay to Houlihan Lokey all 

unpaid amounts requested pursuant to the Compensation Order, and (d) continuation of 

employment pursuant to Bankruptcy Code §328. 
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Dated: Dallas, Texas 
 July 21, 2005 

  
 HOULIHAN LOKEY HOWARD & ZUKIN CAPITAL 

By:   
200 Crescent Court, Suite 1900 
Dallas, Texas 75201-7843 
214-220-8470  
 
Investment Banker to the Debtors 

 



 

 

EXHIBIT A 

Certification of Adam L. Dunayer 



 

   

 

ADAM L. DUNAYER 
Houlihan Lokey Howard & Zukin Capital 
200 Crescent Court, Suite 1900 
Dallas, Texas 75201-7843 
Telephone: 214-220-8470  

Investment Banker to the Debtors 

UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF TEXAS 

DALLAS DIVISION 
 

---------------------------------------------------------------x 
In re:       : Chapter 11 
       : 
VARTEC TELECOM, INC., et al.,   : Case No. 04-81694-SAF-11 
        :  
    Debtors.   :  Jointly Administered 
---------------------------------------------------------------x 
 

CERTIFICATION OF ADAM L. DUNAYER 

1. I am a Director of Houlihan Lokey Howard & Zukin Capital, and I make this 

certification in accordance with Local Rules. 

2. I have read the Second Interim Application For Allowance of Fees and 

Reimbursement of Expenses of Houlihan Lokey Howard & Zukin Capital As Investment Banker 

To The Debtors for the Period of March 8, 2005 through June 7, 2005 (the “Application”).  

3. I am knowledgeable about Local Rules, and believe that the Application 

complies with the provisions of the Local Rules, the United States Bankruptcy Codes and the 

Orders of this Court. 

 
Adam L. Dunayer 

  



   

 

EXHIBIT B 

Copy of Retention Order 



   

 

 
 
 



   

 

 

 



   

 



   

 

 



   

 

 



   

 

EXHIBIT C 

Copy of Engagement Letter 



   

 

 



   

 



   

 



   

 



   

 



   

 

 



   

 



   

 

 



   

 

 



   

 

 



   

 

EXHIBIT D 

Professional Biographies 

 



   

 

PROFESSIONAL BIOGRAPHIES 
 

Adam Dunayer 

Mr. Dunayer is a Director in the Financial Restructuring Group in Houlihan Lokey’s Dallas 

office. Mr. Dunayer leads the firm’s Distressed Company Mergers and Acquisitions and 

Financial Restructuring practices in Dallas, and has over 15 years of experience in providing 

advice to clients in connection with financial restructuring, mergers, acquisitions and 

dispositions, leveraged buyouts, and capital-raising activities. Prior to joining Houlihan Lokey, 

Mr. Dunayer was a managing director with Bear, Stearns & Co. Inc., where he was co-head of 

their semiconductor and wireless software sectors within the Technology Group. He was also an 

executive vice president and chief financial officer with Miller Industries, Inc., where he served 

as president of the company’s largest subsidiary. In this position, Mr. Dunayer led the acquisition 

of over 100 companies and an organization charged with operating a 3,000-employee, 2,000-

vehicle fleet company with locations in 50 markets across the United States. In addition, Mr. 

Dunayer was with Bear, Stearns & Co. Inc.’s Southwest Investment Banking Group, working 

with numerous companies in both advisory and capital-raising capacities. Mr. Dunayer holds a 

B.B.A. from the University of Texas at Austin.  

 

Christopher Wilson 

Mr. Wilson is a Director in the Telecom Group in the Los Angeles office of Houlihan Lokey. Mr. 

Wilson was previously in Houlihan Lokey’s Financial Restructuring Group where he specialized 

in the telecommunications industry, and he played a key role in the restructurings of WorldCom, 

ICG Communications, Asia Global Crossing, William Communications Group and Covad 

Communications, and the sale of the Latin American fiber assets of 360networks. Prior to joining 

Houlihan Lokey, Mr. Wilson was with Montgomery Securities (now Banc of America 



   

 

Securities), specializing in media and telecommunications M&A and corporate finance. While at 

Montgomery Securities, he completed such transactions as Paul Allen’s acquisition of Charter 

Communications for $4.5 billion and Helicon Communications for $550 million, and the $2.8 

billion IPO of Fox Entertainment Group. Mr. Wilson was also a member of the Consumer Group 

of EVEREN Securities and in corporate finance with the Media and Telecommunications Group 

of Union Bank of California. In addition, he was a senior foreign exchange option trader at 

Drexel Burnham Lambert. In total, Mr. Wilson has completed M&A transactions with an 

aggregate consideration of approximately $6 billion, debt financings totaling approximately $21 

billion and equity financings totaling approximately $4.6 billion. Mr. Wilson holds an M.B.A., 

with honors, from the Anderson Graduate School of Management at UCLA and a degree in 

engineering sciences from Harvard University. 

 

Matthew Gates 

Mr. Gates is a Vice President in the Telecom Group in the Los Angeles office of Houlihan 

Lokey.  Mr. Gates was previously in Houlihan Lokey’s Financial Restructuring Group, and prior 

to joining the Firm, Mr. Gates was an investment banker with Thomas Weisel Partners in San 

Francisco, where he focused on the communications equipment sector. Also, he was with 

Montgomery Securities and Bear Stearns, specializing in mergers and acquisitions and corporate 

finance for companies in the healthcare, consumer and financial services sectors. Mr. Gates holds 

an M.B.A. in financial management, strategy and accounting from the University of Chicago 

Graduate School of Business and a B.A. in economics, with departmental and college honors, 

from the University of Chicago. Mr. Gates is registered with the NASD as a General Securities 

Representative (Series 7, 63). 

 



   

 

Brett Lowrey 

Mr. Lowrey is a Vice President in the Financial Restructuring Group in the Dallas office of 

Houlihan Lokey.  Since joining Houlihan Lokey, Mr. Lowrey has completed numerous debtor 

and creditor side restructuring assignments involving businesses in various industries including 

telecommunications, manufacturing, energy, retail and healthcare.  Prior to joining the Firm, Mr. 

Lowrey was an associate in the Investment Banking Group of BMO Nesbitt Burns, specializing 

in mergers and acquisitions, divestitures, raising capital, and structured finance, primarily for 

companies in the oil and gas industry.  He was also an associate in the Corporate Finance Group 

at KPMG, specializing in mergers and acquisitions, divestitures, and private placements, 

primarily in the healthcare industry. Mr. Lowrey holds an M.B.A. from the Southern Methodist 

University Cox School of Business and a B.S. from Oklahoma State University.  Mr. Lowrey has 

completed additional graduate work in the area of accounting and is registered with the NASD as 

a General Securities Representative (Series 7, 63). 

 

Michael Boone 

Mr. Boone is an Associate in the Dallas office of Houlihan Lokey. Prior to joining Houlihan 

Lokey, Mr. Boone was a consultant with FTI Consulting where he was involved in restructuring 

assignments on both the debtor and creditor side in the telecommunications, distribution, and 

manufacturing industries. In addition, Mr. Boone was formerly with Arthur Andersen in its 

restructuring group where he primarily focused on creditor side restructuring engagements in a 

wide range of industries. Mr. Boone holds a M.B.A. from the University of Texas McCombs 

School of Business and a B.A. from Vanderbilt University. Mr. Boone also maintains a CFA 

designation. 

 



   

 

Bellamy Suhendra 

Mr. Suhendra is a Financial Analyst in the Financial Restructuring Group in the Los Angeles 

office of Houlihan Lokey. Prior to joining the Firm, Mr. Suhendra was a summer analyst in the 

Technology Group of Banc of America Securities. He was also a research assistant in the 

Directorate of Economic Research and Monetary Policy of the Central Bank of Indonesia and a 

Corporate Finance/Equity Research intern at Bahana Securities. Mr. Suhendra holds a B.A. in 

economics, with distinction and Phi Beta Kappa, from Cornell University. He is fluent in Bahasa 

Indonesia. 

 

Benjamin Williams 

Mr. Williams is a Financial Analyst in Houlihan Lokey's Dallas office.  Prior to joining Houlihan 

Lokey, Mr. Williams worked as an investment banking intern at Cogent Partners and served as 

the economist for the William C. Connor Foundation at Texas Christian University.  Mr. 

Williams graduated with a magna cum laude B.B.A. in Finance and Accounting from Texas 

Christian University in 2004. 

 

 


