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dealmakers
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As the nation finally shook off
the recession, lawyers focused on
fixing the damage.

It was a year for repair— and
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we’re not
just talking about Ballard Spahr’s role in
obtaining upkeep funds for New York City
public housing projects. Notable among
the year’s cleanup projects: the relaunch of
General Motors Company and the downsizing
of AIG International Group, Inc. Government
involvement—whether direct, through
stimulus money and bailouts, or indirect,
through export credit agencies—played
an outsize role in many of the year’s most
interesting deals.
In M&A work, some of the most
impressive showings were on the target
side, as lawyers worked to win top dollar for
shareholders, despite the tough economy.
In the equities world, issuers in developing
markets, especially China and Brazil, ordered
up complex, multi-exchange offerings that
resulted in plenty of work for lawyers. And
that gave a boost to another repair project—
shoring up firms’ bottom lines.

When the nation’s number one carmaker went bust,
some fretted that investors would never
buy its stock again. They needn’t have worried.

Gm’s jump start
By Vivia Chen

Joseph Gromacki doesn’t even own a car, yet
the Chicago-based Jenner & Block partner led (dare we say “steered”?) the
history-making initial public offering that relaunched auto giant General
Motors Company.
In fact, the $23 billion offering by GM last year set the record as the
largest IPO in world history. The sheer scale of the IPO, coupled with GM’s
storied place in American automobile history and its near-death experience,
makes the GM deal hard to beat as the IPO of 2010.
For both the quintessential American automaker and Gromacki, this will
probably be the deal of a lifetime. Besides being a headline-grabber, GM’s
IPO was also extraordinarily complex and breathlessly paced.
Just 17 months before the IPO launched last November, Gromacki
shepherded GM through the bankruptcy maze, acting as the company’s lead
M&A counsel in a section 363 sale of the troubled automaker’s assets to the
U.S. and Canadian governments. That sale, which was valued at more than
$55 billion, was also executed on a very aggressive timeline (40 days), and
provided the critical foundation that allowed GM to emerge out of bankruptcy and issue stock.
As intense as the expedited asset sale was, Gromacki says the pressure to
complete the IPO was even greater. Moreover, “there was intense public interest in the offering,” says Gromacki. “The media followed the transaction
so closely that there was heightened sensitivity to communications. . . . We
had to demonstrate that the U.S. and Canadian governments made a good
investment [in GM].”
What also made the IPO challenging was its atypical stock structure,
which involved issuing both common and preferred stock simultaneously.
The U.S. Department of the Treasury (which owned 61 percent of GM)
and the Canadian government (which owned almost 12 percent of GM)
sold $18.1 billion of their common stock as part of the IPO. At the same
time, GM issued $5 billion in new preferred stock.
After the initial launch of the IPO on November 3, GM expanded the size
of the offering from its initial size of $13.6 billion to, eventually, a total offering of $23.1 billion. Gromacki and his team were on an adrenaline rush.
“We increased the size of the offering several times,” says Gromacki.
“It was exciting because it meant
deal in brief
people were interested in the stock.
The irony is delicious:

general motors ipo
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It reminded me of that old saying ‘What’s good for
GM is good for the country.’ ”
For a deal so big, complex, and heavily scrutinized, Gromacki makes the dealmaking behind
the IPO sound remarkably smooth and easy.
“Nothing threw us for a loop,” he says. Davis Polk
& Wardwell partner Richard Drucker, the underwriter’s counsel on the deal, says, “Joe and his team
were a pleasure to work with. . . . Joe consistently
demonstrated his deep knowledge of his client,
and provided sage advice every step of the way.”
In some ways, having the government breathe
down everyone’s back fostered a spirit of cooperation. “The parties were very determined to move
forward,” says Gromacki. “There was strong momentum to get it done.”
It also helped that Gromacki had a long history with the company and knows it well. “I began
representing GM as a young associate at Kirkland
& Ellis,” says Gromacki, who joined Kirkland in
1994 and was a partner there until he lateraled to
Jenner in 2003. Through the years, he’s steadily
worked on GM’s deals, including the 2007 sale
of its Allison Transmission, Inc., business to The
Carlyle Group, L.P., and Onex Corporation, as
well as big securities offerings.
Gromacki expects more GM matters in the future, although not the likes of this IPO. He also
sees a GM in his own future. Though he’s been
renting cars for his weekend jaunts to his country
home in Wisconsin (he says he always insists on a
GM), he’s finally thinking about buying a car. “I’m
intrigued by the Volt,” he says. Chicago-area GM
dealers, take note.
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