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Given the very short time frame we had in
which to execute, using a physical dataroom did
not seem feasible. The search to find the right
buyer—a white knight who would not break up
the company—is an undertaking that typically
takes most companies months, sometimes years,
to complete. Our outside legal counsel, McCarthy
Tétrault, recommended we contact IntraLinks® to
learn more about their On-Demand Workspaces.
™ The lawyers at McCarthy had used virtual da-
tarooms to facilitate other merger and acquisition
(M&A) transactions and felt the vendor could
meet our needs and our timeline.

Our team was skeptical at first. Some believed
a paper-based dataroom creates more deal tension
for buyers—something we had experienced while
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people in anything like the period of time in
which we had it loaded virtually.”

During this initial phase, it was extremely
important to keep negotiations quiet and confiden-
tial. Had we set up a physical dataroom in Toronto,
the number of advisors on-site for documentation
review would have been conspicuous. By using a
virtual dataroom, we also eliminated any concern
that bidders might inadvertently run into each
other while traveling to and from the site.

Unfortunately, our initial efforts to locate a
strategic buyer among a smaller group gained
little traction. With the December holidays one
week away, we leveraged the virtual dataroom to
quickly move into full-auction mode.

considering the acquisition of the Raffles Hotels in

Benefit #2: Saving Time and Money

2005, where we saw buyers trip over themselves

to bid more. Nevertheless, we knew we'd never be able to
shop the company to different buyers in such a short time
frame using traditional dealrooms.

In addition to McCarthy’s recommendation to use a
virtual dataroom, we learned our investment bankers were
familiar with this company for loan syndication work.
Although we had little time to research other vendors, an
impressive demonstration made it clear that they would
meet all our needs and be easy for our team to use. Once
the contract was signed, our dataroom was up and running
in less than 48 hours.

After setting up the virtual dataroom and granting access
to advisors to review documents, we soon realized that time-
savings was just one of the many benefits of going virtual.

Benefit #1: Assembling a Dataroom in Days Instead
of Weeks

In order to efficiently set up our virtual dataroom,
IntraLinks loaded the bulk of our required documents—
many of which were already in electronic form—onto their
system in accordance with a document index McCarthy de-
signed for us. Once the structure was in place, McCarthy
continued to scan paper documents and expand the room,
as necessary, to meet the needs of the buyers.

All told, the firm posted 150,000 pages of information
detailing everything from our real estate portfolio to our
hotel management business. With a traditional, paper-
based dataroom, that amount of documentation would
have taken us weeks to prepare and assemble into bind-
ers. We were ready within days to begin discussions with
potential bidders.

Iain Morton, a partner at McCarthy Tétrault, validated
our decision by pointedly stating that “150,000 pages of
material just could not be assembled, moved or shown to

With a physical dataroom, Fairmont would
have had to stagger visits of prospective buyers’ external
and internal advisors, adding weeks to the deal’s timeline.
While we could have established several geographically
disbursed datarooms, it would have been a costly and
logistically challenging alternative.

Instead, our virtual dataroom had secure, 24/7,
365-days-a-year access to over 2,300 people located
around the world. The ability for simultaneous viewing
by multiple buyers enabled us to accelerate the pace of
our auction. In return, our brand recognition and the
worldwide media coverage of the takeover bid fueled
interest in the auction and helped create maximum deal
tension. Interested parties knew they needed to act
quickly and make their best offer.

Benefit #3: Creating a Better Buyer Experience

Having been sequestered in many physical datarooms
over the past 20 years, I know firsthand the difficulty

Virtual Dataroom Use on the Rise

A national study released in late 2007 by the Associa-
tion for Corporate Growth (ACG) revealed that 65 percent
of deals in 2006—including M&A activity or divestitures,
leveraged buyouts, financial restructuring, and private
placement transactions—involved a virtual dataroom,
up from 35 percentin 2004. ACG is an 11,000-member
professional organization based in Palatine, lll., operat-
ing through 53 chapters. The study’s 350 respondents
included representatives of middle-market companies,
investment banks, and private equity firms.

ACC Docket December 2008



of spending days or weeks in a windowless conference
room reviewing binders. In addition to physical discom-
fort, the mental task of preparing comprehensive reports
based on notes can be problematic. As is often the case
with deals using paper datarooms, advisors come and go
and papers get shuffled and disorganized, or the advi-
sors have limited time to thoroughly review the infor-
mation they need. Furthermore, buyers seldom send all
their advisors (e.g., experts in environmental, employee
benefits, tax, etc.) to a physical dataroom because of
time and cost concerns.

In contrast, a virtual dataroom allows all a buyer’s
advisors to easily access information relevant to their area
in the comfort of their own time zones and offices. At its
peak, we had more than 30 potential buyers conducting
due diligence. At one point, 500 individuals, representing
15 different buyers from around the world, were simulta-
neously reviewing documents. It was immediately evident
to us that going virtual was a more efficient approach
benefiting all involved parties.

Our document index functioned as a table of contents
for the dataroom and made it easy for advisors to locate
specific material. In addition, dataroom users could
conduct full-text searches to quickly locate documents
containing key words or phrases. With sufficient access to
information and appropriate time to analyze it, our well-
informed buyers were less inclined to drag their feet in
negotiations, helping us meet our tight deadline.

Benefit #4: Keeping Documents Secure

With 150,000 pages of information made available to
hundreds of advisors, including confidential details and
intellectual property, our document security was criti-
cal. Unlike physical datarooms, where visitors must be
constantly supervised, a virtual dataroom did not require
our team to host and supervise viewers (or to pay our
lawyers to do so).

The Document Locking & Protection feature pre-
vented unauthorized printing, copying, or downloading
of documents, and reinforced the safety provided by their
standard encryption technology, redundancy protocols,
and authentication rules that protect all documents.
When we did need to designate the printing of specific
documents, the company’s service allowed us to apply a
customized watermark with our own text, date stamp, and
the viewer’s identity. This helped us document user access
and thereby mitigate the risk that someone would print or
disseminate the material without permission.

Benefit #5: Gauging Buyers’ Interest
With the auction in full swing, we had a unique
advantage—real-time knowledge of who was accessing
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the dataroom, what information they were reviewing and
for how long, including granular details on individual
documents. We used On-demand reporting details to
gauge which buyers were seriously interested and which
ones were just kicking the tires. Ultimately, it helped us
understand how buyers would value the company.

With a physical dataroom, replacing out-of-
date and inaccurate documents can be an
administrative nightmare, particularly if you have a
large amount of documents and advisors
have inadvertently misfiled materials.

For example, we concluded that one major US hotel
chain was very serious because they invested a lot of time
and money in having their lawyers and financial advisors
view our information. We could also see they were not fo-
cused exclusively on the real estate portfolio, which told us
they were interested in buying the whole company—includ-
ing the brands, the hotels, and the people and processes.

The virtual dataroom also benefited our team when we
had to host meetings to introduce our management team
to potential bidders and provide them with more details
about the value drivers of the company. The reporting fea-
ture helped us identify bidders’ hot buttons before we met
and better prepare for their questions.

Benefit #6: Managing Access Control
Unlike physical datarooms, a virtual dataroom provid-
ed us with full control over which folders and documents

covers the Benefits
a Virtual Dataroom:

Fairmont
of Usi

e Assemble materials in days instead of weeks.
e Save time and money.

¢ Create a positive buyer experience.

¢ Keep documents secure.

¢ Gauge buyers’ level of interest.

¢ Control who sees what information.

¢ Keep documents current.

o Streamline final disclosure.

¢ Generate positive feedback from users.

could be viewed. We could also vary access from buyer
to buyer and from phase to phase in the deal, and—at
any time—we could cut off a specific buyer’s access. For
example, when we discovered one bidder in our auction
was just snooping for competitive information (they only
reviewed our processes and sales and marketing con-
tracts), we were able to imme-
diately terminate their access to
the dataroom.

This level of control helped
us keep key information con-
fidential until we were ready
for disclosure. Bidders were
initially given access to basic
information; as they became
more serious, they were al-
lowed to view more sensitive
documents. This enabled us to
protect competitive secrets while permitting buyers to
complete their due diligence.

Benefit #7: Keeping Documents Current

In addition to having all our sensitive information
safely reside in one location, this technology made it easy
for us to update documents and eliminate incidences of
outdated documents being shown to prospective buyers.
Fairmont Vice President and Associate General Counsel
Barbara Kilner, who conducted many of the review calls
with bidders, benefited greatly from the version-control
ability. “When reviewing or discussing a document via
a conference call, you knew everyone was looking at the
most recent and accurate document,” she said. “There was
no question as to what version of the document someone
was reviewing.”

While our auction was conducted within an extremely
short time frame, typical M&A transactions take months
and, under certain circumstances, can take years to com-
plete. When due diligence is drawn out over a long period,
it is necessary to update certain key documents to ensure
that bidders have the most accurate details about the com-
pany. With a physical dataroom, replacing out-of-date and
inaccurate documents can be an administrative nightmare,
particularly if you have a large amount of documents and
advisors have inadvertently misfiled materials.

Benefit #8: Enabling Final Disclosure

Once the auction was complete, all the documents
housed were put onto a DVD and provided as our disclo-
sure statement. As you may know, such records are criti-
cal if the company were to ever need to prove that proper
disclosure occurred, or if concerns arose over misuse of
confidential information.
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Benefit #9: Receiving Positive Feedback

An unanticipated bonus from the auction occurred
when bidders called just to thank me for how we orga-
nized the process and enabled them to do in 30 days
what sometimes takes several months. Furthermore, some
of the users told me that whenever they had an issue or
needed help, they contacted the support desk and received
immediate assistance, which was a key component in
creating a positive experience.

A Princely Sum

Our work and choice paid off. The company received
three bids, all of which surpassed the board’s expecta-
tions. We accomplished what we set out to do: engage as
many bidders as possible in order to secure the highest
value for our shareholders.

In the end, Fairmont found its white knight. Saudi
Prince Alwaleed bin Talal bin Abdulaziz Al Saud’s King-
dom Hotels joined Colony Capital to buy 100 percent of
the company in an all-cash deal worth US$3.9 billion,
or US$45 per share. The bid surpassed Icahn’s bid of
US$40 per share for 41 percent of the outstanding shares,
representing a 28 percent premium over Fairmont’s clos-
ing share price the day before Icahn expressed interest.

It was clear that Kingdom and Colony were also going
to take our company and combine it with the Raffles and
Swissotel brands. There was a great sense of relief that we
were being acquired by owners who had a real understand-
ing of and appreciation for our company.

Benefits Beyond the Deal

When we placed our essential business documents
onto the dataroom, we realized we had created a great
body of work that was secure, well organized, and easy
to maintain and access. Following the completion of the
transaction in May 2006, Colony’s Raffles and Swissotel
brands were rolled under Fairmont’s management. We
went from 90 hotels in nine countries to 120 hotels in 23
countries, and leveraged our dataroom as a centralized
document repository, which is available to our regional
offices around the world.

As part of our effort to integrate the various brands,
we created a Raffles/Swissotel’s virtual dataroom and
merged it with the Fairmont dataroom. Our primary goal
is to place at the fingertips of key staff worldwide the
hotel management contracts, title information, property
details, and marketing and strategic plans whenever they
need it, thus increasing efficiency and reducing costs.
Today, hundreds of our employees in several countries ac-
cess the dataroom to conduct business for all our brands.

Fairmont has also been engaged in asset sales since
the deal closed. To assist us, we restructured the original

ACC Docket

57

We accomplished whatwe
setoutto do: engage as many
bidders as possible in order to
secure the highest value for
our shareholders.

dataroom to represent the real estate ownership and hotel
management businesses. We set document permissions
so brokers and interested buyers can access the virtual
dataroom and look at the property-specific folders. For
example, if someone is interested in buying the Fairmont
Scottsdale Princess Hotel in Arizona, we can give them
permission to view a specific folder containing the real
estate information for that location. We have one man-
ager dedicated to uploading, updating, and streamlining
our virtual dataroom. This contact can also control who
should have access to various folders, and who should be
restricted from certain documents.

As a virtual dataroom, and now as a corporate reposi-
tory, a virtual dataroom has demonstrated a scalability that
has benefited the Fairmont Hotels & Resorts Inc., both
before and after the deal. BN

Have a comment on this article? Email editorinchief@acc.com.

ACC Extras on...Data

Alliance Partners

IntraLinks. For information, call 866.INTRALINKS or
212.342.7684; or email americas@intralinks.com; visit their
website at www.intralinks.com/accalliance.

Sample Forms and Policies

Information Management and Document Retention Policy
(ACCE CCU 2007). This policy provides the principles and
framework for the implementation of an efficient information
management system including a policy for indexing, filing,
retaining, and routine disposing of documents.
www.acc.com/resource/v8418

ACC has more material on this subject on our website. Visit

www.acc.comwhere you can browse our resources by prac-
tice area or use our search to find documents by keyword.
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