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This document provides an overview of Road Rescue Inc., Lone Pine's proposed 

acquisition, and management's plans for the continued operation of the business. Since 

this document precedes a detailed due diligence period and much of the historical 

information included has been provided by the Sellers, this offering memorandum is a 

draft .  It will be revised and redistributed prior to Lone Pine's request for final capital 

commitments. 

 

Executive Summary 
 

The Company 

 

Road Rescue, Inc. (Mr. Rescue) was founded in March of 1987 to provide roadside 

assistance services to local Houston and Dallas area businesses.  Soon after its founding, 

the Company expanded its marketing to include cellular phone carriers.  Today, the 

Company is the leading provider of roadside assistance to cellular carriers in the country. 

 

Mr. Rescue has approximately 20 three-year contracts with some of the nation's largest 

cellular carriers covering over 70 cities including 12 of the top 20 markets in the country. 

(See Appendix I)  Under these contracts Mr. Rescue charges carriers a fixed monthly fee 

ranging from $.65 to $3.00 per month for each cellular customer subscribing to its 

roadside assistance program. Carriers typically generate a profit from these services by 

increasing the price of Mr. Rescue's package to their customers, as well as by promoting 

roadside assistance as a selling feature to the large number of cellular customers concerned 

with personal safety and security.  (See Appendix II).  Despite new competition for 

cellular business by traditional motor clubs and towing dispatch services, Mr. Rescue has 

maintained a perfect record in winning competitive bids and renewing cellular contracts. 

 

To provide service to its subscribers Mr. Rescue uses both its own fleet of vehicles 

(located in major markets) and an extensive network of vendors.  The Company's 

operations are simple.  The primary operating activity consists of dispatching calls for 

assistance to Mr. Rescue's fleet or to contracted service providers.  This activity is handled 

from the Company's dispatch office in Houston as well as from other satellite offices in 

major markets. 

 

With adjusted pre-tax margins of over 20% and EBITD margins of approximately 25%, 

Mr. Rescue is highly profitable. (See Table 1) The Company has been growing by over 

20,000 new subscribers per month which has increased annual revenue by 33% in 1993 

and over 90% in 1994. (For a detailed financial history see Appendix III) 
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Table 1 

Summary Financial Information 
(1994)1 

 

 Total Revenue 5,893,885  100% 

 Fleet Expenses (1,091,044) 19% 

 Contractor Expenses (Towing) (1,800,903) 31% 

 Other Expenses (1,746,871) 30% 

    

 Net Profit 1,255,067  21% 

 EBITD 1,453,294  25% 

 

Lone Pine identified Mr. Rescue as an acquisition candidate following a detailed 

examination of the towing industry.  Lone Pine approached the owners, and after lengthy 

discussions, negotiated a detailed letter of intent. (See Appendix IV) 
 

The Transaction 

 

The purchase price for Road Rescue, Inc. is $8.5 Million for 100% of the outstanding 

stock.  We believe this price represents a favorable multiple of cash flow and earnings 

given the business' profitability, historical growth rate, and future earnings potential:  

 

•   6.8 times adjusted 1994 pre-tax income 

•   5.5 times annualized/adjusted fourth-quarter 1994 pre-tax income 

•    5.9   times adjusted 1994 EBITD 

•    4.7 times annualized/adjusted fourth quarter 1994 EBITD 

 

Based on preliminary conversations with cash flow lenders, Lone Pine anticipates the 

following capital structure to finance this acquisition's purchase and closing costs: 

 

• $4.2   million of senior debt (3 times adjusted 1994 EBITD) 

• $3.8   million of investor capital (structured as 50% subordinated debt, 50% equity) 

• $750  thousand of seller financing 

 

To finance this transaction Lone Pine will assume additional debt financing to the extent 

that it is available on favorable terms and up to a prudent level of cash flow coverage.  

Using the above capital structure, conservative assumptions for growth and profitability, 

and a planned sale of Mr. Rescue in 5 years, Lone Pine forecasts an equity investor IRR of 

36%. (See Appendix V) 

 

                                                 
1Adjusted for excess compensation to owner/managers. 
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Post-Acquisition Strategy and Activities 

 

Following completion of the acquisition, the management of Lone Pine plans to continue 

Mr. Rescue's profitable participation in the cellular-provided roadside assistance business 

as well as to pursue new opportunities for profitable growth.   

 

The last few years have shown that as cellular carriers have experienced quality service, 

increased profits, and mounting subscriber demand for Mr. Rescue's program, Road 

Rescue, Inc. has grown significantly.  Lone Pine's management plans to continue this 

growth by: 

 

• Entering new cellular markets 

• Working with carriers to increase subscriber penetration 

• Providing additional services to cellular carriers 

• Benefiting from the continued growth of the cellular industry 

• Exploring additional channels of distribution 

• Seeking follow-on acquisitions in complementary businesses or attractive 

roadside assistance niches. 

 

Lone Pine also intends to examine a number of initiatives to reduce overall operating costs 

and improve customer service performance.  These activities include: 

 

• Further centralizing after-hours dispatch services (currently out-sourced) 

• Increasing attention to, and management of, the Company's vendor network  

• Focusing greater attention on market-by-market operating costs. 

 

Following the acquisition,  Lone Pine's president, James Smith, (resume provided in 

Appendix VI) will assume the role of Mr. Rescue's president.  In addition, as a condition 

to closing this transaction, Mr. Rescue's current president has agreed to enter into an 

employment contract with the Company for a period of not less than six months following 

the closing date.  During this period, the Seller will facilitate a smooth transition of the 

Company's day-to-day operations and important relationships as well as continue to 

function as a key salesperson on a commission basis. 
 

Pre-Closing Activities  

 

Prior to signing the acquisition agreement and closing the transaction, Lone Pine will 

complete customary due diligence on the operations, finances, markets, customers, 

suppliers, and key personnel of Road Rescue, Inc.  It is expected that this and other pre-

signing activity will require between 60 to 90 days from the signing of the letter of intent.  

These activities will be performed primarily by James Smith and a group of contracted 

professionals as needed.  
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Pre-Closing Expenses   

 

Reasonable and customary expenses for these activities are estimated as follows: 

 

  60 Days*  90 Day** 

 Cash Expenses*** (In Thousands)  (In Thousands) 

 Legal Expenses 15   40 

 Accounting Due Diligence 12   25 

 Good Faith Deposit w/Cash Flow Lender 15   30 

 Industry Expert/Consultant 2   3 

 Travel Expenses during Due Diligence 7   8 

 Phone & Office 1  2 

 Living Stipend 8   12  
     

 TOTAL  60   120  

 
NOTES: 

* 60 day expense estimate assumes approximately 60 days until the signing of an acquisition 

agreement and that most post-acquisition agreement and pre-closing expenses can be deferred until 

time of close. 
** 90 day expense estimate assumes approximately 90 days until signing of an acquisition 

agreement and that most pre-close expenses will be paid at the time services are rendered.  
***These figure do not include an estimated $100,000 to $130,000 in additional fees, expenses and 

commissions that are not likely to be pre-closing cash expenses but may be due at the time of close 

for a total transaction expense of $250,000. 

 

 

Investors who are interested in participating in this opportunity will be asked to purchase 

shares in Lone Pine to finance necessary pre-closing cash expenses. Money to cover cash 

expenses will be raised in the form of 3 to 6 shares at a price of $20,000 each.2   For each 

share purchased shareholders will receive a $25,000 carried interest in Mr. Rescue at the 

time of acquisition.  Purchasing a share will also entitle investors to a pro-rata right of first 

refusal on an equity investment in the acquisition of Road Rescue, Inc.  Shareholders will 

have the option of reviewing Lone Pine's due diligence and performing their own review 

as appropriate.  

 

                                                 
2 If the transaction is not consummated as planned, all unspent capital will be returned to 

investors 
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The Transaction 
 

 

Lone Pine Corporation has signed a detailed letter of intent (See Appendix IV) to acquire 

100% of the outstanding shares of Road Rescue, Inc., a Texas registered C-corporation.  

This letter includes the basic provisions of the representations and warrantees for an 

acquisition agreement as well as a closing balance sheet containing sufficient working 

capital to finance the operations of the business. 

 

The purchase price for the Company is $8.5 million, representing a favorable multiple of 

cash flow and earnings given the business' profitability, historical growth rate, and future 

potential. This price equates to a valuation for the Company of: 
 
 1994 Actual Multiple Q4 1994 Q4 Run Rate Multiple 

• Adjusted  Pre-tax  

Profit 

$1,255,067  6.8 $385,072  $1,540,288  5.5 

• EBITD $1,453,294  5.9 $450,958  $1,803,832  4.7 

 

 

The entire purchase price for the Company is to be paid to the Sellers at the time of closing 

with the exception of $750,000 that will be held by the Company in the form of a secured 

note to be used as a hold-back for indemnity claims under the representation and warranty 

provisions of the acquisition agreement.  This $750,000 hold-back (plus interest, less any 

indemnification claims) will be paid to the Sellers in two equal installments, 6 and 12 

months from the date of closing. 

 

To finance the acquisition of Road Rescue, Inc., Lone Pine will be seeking senior debt in 

the amount of $4.2 million and investor capital of $3.8 million.  (See Table 2) 

Table 2 

Acquisition Sources & Uses of Cash 

 
 Sources  

  Senior term debt $2,700,000  

  Senior revolver 1,500,000  

  Seller Note 750,000  

  Investor equity 3,800,000  

  Total Sources $8,750,000  

 Uses   

  Seller Note $750,000  

  Cash to Sellers 7,750,000  

  Total Price for Company $8,500,000  

  Closing costs 250,000  

  Total Uses $8,750,000  
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Investor Returns 
 

Form of Investment 

 

Lone Pine plans to structure its equity capital to maximize after-tax returns to investors.  

To accomplish this, an initial composition of investor capital of 50% equity and 50%  

junior subordinated debt is anticipated.   

 

Equity will be in the form of convertible, voting preferred stock.  The subordinated debt 

will carry a market rate of interest of 24%  (a 7% current coupon (subject to senior 

covenants) and a 17% carried interest).  Non-current interest will be capitalized annually. 

This debt will have a 1-year holiday on any payment of interest or principle. With board 

approval, the subordinated debt will be refinanced as senior borrowing becomes available 

at more favorable terms. 

 

Equity Participation by Management 

 

For successfully completing the transaction and operating Road Rescue, Inc., Lone Pine 

management (James Smith) plans to participate in the equity of the Company.  The level 

of Mr. Smith’s participation will be calculated using the formula presented below, which 

takes into consideration Mr. Smith’s and the Company's performance as well as investor 

rates of return. 

 

Mr. Smith's equity participation will be calculated as follows: 

 

• 9% of equity at the time of closing 

• 8% to be vested based on Mr. Smith’s tenure at the rate of 2% per year for the 

first four years of operation  

• 8% to be allocated on an incentive based on achievement of EBITDA targets to 

be determined.  (In addition to financial performance hurdles, repayment of 

51% of the principal amount and carried interest of investor subordinated 

debentures will be required to trigger any allocation of Mr. Smith’s incentive 

equity.) 

 

In addition to Mr. Smith’s equity position the board may also elect to set aside additional 

shares of no more than 5% of the Company in the form of Incentive Stock Options (ISO's) 

to attract additional high-quality managers as needed. 

 

Projected Returns  

 

Using the above structure and conservative base case assumptions for future growth and 

profitability, equity investors will receive: 
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• A 24% IRR on their investment in subordinate debentures 

• A 44% IRR on their equity investment 

• An overall blended rate of return of 36%. 

 

To forecast returns under a range of possible outcomes, Lone Pine has modeled financial 

performance under three sets of assumptions: 

 

 

1. Target 

Assumes that growth for 1995 slows to one half the growth rate for 1994, 

and that growth thereafter lags the overall cellular subscriber growth by one 

year. 

 

Under this assumption Mr. Rescue would have to secure only a few new 

contracts in some of the 8 of the top 20 markets the Company does not 

service or increase its penetration in undeveloped markets to that of its 

better performing areas. 

 

2. Base Case 

Assumes future growth is equal to the projected subscriber growth rate for 

cellular service. 

 

This assumes Mr. Rescue secures no additional contracts in new markets, 

negotiates no price increases, and maintains but does not increase its 

penetration into existing markets.  

 

Given historical performance and current trends Lone Pine believes 

this scenario is conservative.  

 

3. Pessimistic 

Assumes Mr. Rescue maintains its revenue base at its current level for 1995 

(annualized adjusted fourth quarter 1994 sales) and experiences 3% growth 

per year thereafter. 

 

This disappointing, and unlikely, scenario assumes Mr. Rescue secures no 

additional contracts in new markets, negotiates no price increases, and 

decreases its penetration rate into existing markets over time. 

 

 

Presented below are projected rates of return under the three scenarios described above: 
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Scenario 

 

Avg. 

Annual Growth 

 

Investor  

Equity IRR 

 

Investor  

Blended IRR 

 

Mgnt. Equity 

 Participation 

• Target 23% 53% 42% 25% 

• Base Case 16% 44% 36% 18% 

• Pessimistic 6% 25% 24% 18% 

 

These scenarios assume Lone Pine operates Mr. Rescue for a period of 5 years prior to 

selling the Company at the same multiple of EBITD as the purchase.  Lone Pine believes 

that a number of realistic exit options exist for the Company following a few years of 

operation.  The most likely of these is a sale of the Company to one of the large motor 

clubs that has unsuccessfully attempted to enter the cellular roadside assistance business in 

the past. 

The Market for Roadside Assistance 
 

The Roadside Assistance Industry 

 

While Lone Pine believes that Mr. Rescue is not in direct competition with traditional 

motor clubs, an assessment of the market for Mr. Rescue's services would not be complete 

without examining the overall market for motor club members. 

 

Studies have shown that the most important motor club feature for members is roadside 

assistance.  In fact, the American Automobile Association (AAA) estimates that a majority 

of its members join AAA primarily for this service.  However, members of AAA and other 

full service motor clubs pay from $22 to $69 per year for a menu of services that many 

people never use, such as trip mapping and bail bonds. 

 

In addition, many people find that using the most important service, roadside assistance, 

can sometimes be complicated.  According to Rudy Marcinko, Amoco's marketing 

director, "the biggest mistake that motorists make is joining a club without really 

understanding the benefits or how to access the emergency service"   Unlike the 

emergency services of traditional motor clubs, Mr. Rescue's benefits are economical, 

simple to understand and extremely easy to access.   

 

Because of these and other issues, there has been a recent trend in the distribution of 

roadside assistance and motor club services away from traditional retail clubs (e.g. AAA) 

and towards coverage or membership through third parties such as car manufacturers, 

insurance companies and cellular carriers.  
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Roadside Assistance and Cellular Phones  

 

Wireless communications is one of the fastest growing industries in the country today.  

Cellular subscriber growth in 1993 and 1994 exceeded 45% per year  (translating into 

14,000 new subscribers per day in 1994) and double-digit growth is expected to continue 

through 2001. While today only about 8% of the nation's households have cellular phones 

(compared with 35% penetration of PC's and 85% penetration of VCRs)3, it is estimated 

that by the year 2000 nearly 20% of households will be cellular subscribers.(See Table 3) 

 

Table 3 

Historical and Projected  

Cellular Growth4 

 
  % Growth Total  Penetration 

 Year In New Subs. Subscribers  Rate 

 1992 46% 11,033,000 4% 

 1993 45% 16,009,000 6% 

 1994 33% 21,359,000 8% 

 1995 25% 26,709,000 10% 

 1996 19% 31,859,000 12% 

 1997 16% 36,959,000 14% 

 1998 14% 41,959,000 16% 

 1999 12% 46,959,000 17% 

 2000 11% 51,959,000 19% 

 2001 10% 56,959,000 21% 

 2002 8% 61,709,000 22% 

 2003 8% 66,459,000 24% 

 

 

Mr. Rescue pioneered the cellular-provided roadside assistance business in the late 1980's 

with its GTE contract in Texas in 1989.  Since that time, Mr. Rescue has continued to be 

the leader and dominant provider in this segment of the roadside assistance market.   

 

Early in Mr. Rescue's history, contracted cellular carriers paid the Company a nominal fee 

per subscriber per month and offered roadside service free to all their cellular customers.  

In the early 1990's carriers decided to switch from including roadside assistance as part of 

basic monthly service to offering it as an a al carte option to customers.  While the 

number of Mr. Rescue subscribers dropped in the early 1990's, the overall number of 

subscribers has dramatically rebounded over the past few years.  

 

                                                 
3 The Seattle Times , December 11, 1994, Sunday, Final Edition, "Keeping In Touch -- Not Just 

For Business Anymore, Wireless Devices  Help Us Stay Connected With Our Loved Ones", Pg. 

D1 

 
4Donaldson, Lufkin & Jenrette, "The Wireless Communications Industry,"  Summer 1994 
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Today many cellular carriers have found that roadside assistance is not only a profitable 

add-on service but a useful selling feature.  As a result, contracted cellular carriers now 

regularly promote Mr. Rescue as a safety-enhancing feature of cellular service in their 

marketing materials. (See Appendix VII) Some carriers have also found that by bundling 

roadside assistance as part of a safety and security package, or offering roadside coverage 

free as a bonus to high-use subscribers, the Company's ability to attract and retain 

customers is improved.  As competition for the cellular market increases, carriers will 

continue to look for add-on features like roadside assistance to generate additional profits 

and attract users.    

 

In a recent survey, a carrier found that its customer base rated roadside assistance the most 

desired of all other add-on features.  In fact, this Company found that over 80% of its 

subscribers were interested in some type of roadside assistance program as part of their 

cellular phone service.  It also estimated that if priced at rates equal to Mr. Rescue's 

current market rates, nearly 30-40% of their customers would be very interested in signing 

up for the service.  The reason most often cited for this interest was safety and security. 

 

Cellular Phones and Safety 

 

"Personal safety is the largest force driving a tidal wave of customer demand for cellular 

phones."5  In fact, in a study by the Cellular Telecommunications Industry Association 

(CTIA), 62% of cellular customers indicated that safety concerns prompted their decisions 

to purchase a cellular phone.6  A USA Today study also showed that for nearly half of new 

cellular users, the number one reason for purchasing a phone was personal safety.7  In 

recognition of this growing trend, the cellular industry has created "Cellular Safety Week" 

to highlight to industry participants and users the many safety and security benefits of 

cellular telephones.   (See Appendix II for relevant articles).   

 

Cellular roadside assistance is well recognized by carriers and their subscribers as a cost 

effective method of increasing safety and security for cellular phone users.  For example, 

Motorola's "Subscribers Group" found that 30 to 40% of cellular customers had occasion 

to use their phone to call for roadside assistance for themselves or someone else.  Surveys 

by carriers have concluded that customers like the safety and convenience of cellular-

provided roadside assistance, and that, given the purchasing motivations of new cellular 

customers, demand for this service will certainly increase over time.  

 

While cellular-provided roadside assistance is relatively new, it is a proven concept.  

Carriers traditionally test programs and marketing approaches in single markets before 

bringing them to other parts of the country.  Over the years, carriers that have used Mr. 

Rescue have found it to be a profitable service and a feature subscribers value.  As a result, 

                                                 
5"Cellular Changes Many Things in Home and at Work", The Columbian, December 5, 1994, P 

A9. 
6Ibid., P A9. 
7"Safety Spurs Cellular Phone Sales", USA TODAY, September 6, 1994, p 1A. 
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companies such as GTE Mobilenet and US West have expanded the number of markets in 

which they offer Mr. Rescue. McCaw Cellular is also offering its own branded roadside 

assistance service "Mobile Assist" in the Dallas area. 

 

While some carriers are rapidly expanding the coverage of their roadside assistance 

program, growth opportunities are still abundant.  Many carriers, including one or both of 

cellular carriers in the major markets where Mr. Rescue does not currently have contracts, 

have not yet adopted this service.  Interviews with employees at these carriers suggested 

that roadside assistance is a service their companies are evaluating and are hoping or 

planning to offer soon.    

 

Competition 

 

Success breeds competition and in the last few years Mr. Rescue has seen considerable 

success.   As a result, traditional motor clubs, as well as towing dispatch services, have 

attempted to enter the cellular segment of the roadside assistance market.  Most have been 

unsuccessful, but others such as Cross Country Motor Club, and Auto Help Line have 

secured contracts.  Because roadside assistance contracts with cellular companies have 

been exclusive agreements with carriers for a given market, competition has not negatively 

impacted Mr. Rescue's business.  Rather it has increased the visibility of this service to 

carriers and subscribers alike, and has created demand on the part of some carriers who 

have sought out Mr. Rescue to inquire about offering the Company's services.  

 

Lone Pine estimates there are between 25 and 30 motor clubs in the United States, ranging 

in size from AAA with over 35 million members to small regional clubs with only a few 

thousand enrollees. Mr. Rescue has been in competitive situations with virtually all of the 

current competitors for cellular contracts and has been successful on all occasions.  In fact, 

in its 7-year history Mr. Rescue has never lost a competitive bid or failed to renew a 

cellular contract.   

 

Despite the beneficial effects of competition in the past, the future may be different.  

Motor clubs will continue to attempt to attract new members to their organizations as 

roadside assistance offered through automobile insurance, manufacturers' warrantees and 

cellular carriers erodes their traditional retail membership base.  Consequently, Lone Pine 

has surveyed the competition.  Below are brief descriptions of some of the most important 

national competitors, in order of strength. 

 

 

Cross Country Motor Club (CC) 

 

Revenues: estimated between $30 and 60 million in 1993 (75% in motor club revenue) 

Employees: 850 employees in Massachusetts and 150 in Arizona 

Specialty: Largest provider of roadside assistance to automobile manufacturers and 

importers in the US 
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Expansion: Rapidly attempting to enter new markets (such as Mexico) and provide new 

services such as telemarketing 

Cellular Contracts: Provides turnkey back-room service for McCaw Cellar's "Mobile 

Assist" program in Dallas 

 

Cross Country Motor Club provides both retail motor club memberships to individuals and 

back-room motor club administration to third parties.  Cross Country has contracts with 

over 20 automobile manufacturers and insurance companies across the US including: 

Chrysler, BMW, Rolls Royce, Liberty Mutual, and Farmers Insurance.  

 

Cross Country has been on an aggressive growth campaign over the past few years. It has 

entered new lines of business (such as relocation assistance, change of address services, 

direct marketing, and insurance claims reporting) and targeted new niches for its motor 

club services, including cellular carriers.  As a result, the company has recently grown at a 

rate of over 20% per year.   

 

Most recently, Cross Country has become the back-room processor and dispatch service 

for McCaw Cellular's "Mobile Assist" program.  If this contract with McCaw is not an 

exclusive arrangement, Cross Country is likely to compete with Mr. Rescue for additional 

cellular contracts in the near-term.  

 

Indications are that Cross Country is a well-managed professional organization, that could 

be a strong competitor in the future. 

 

Emergency Road Service (ERS) 

 

Specialty: Dispatch service and close relationship with towing companies 

Expansion:  Aggressive in all third-party areas of roadside assistance 

Cellular Contracts: None 

 

ERS is more of a dispatch company than a traditional motor club.  Over the years, ERS has 

developed an extensive network of contracted towing companies and a sophisticated 

dispatch and information system.   While ERS markets its own retail motor club (Rapid 

Response) directly to members, its area of specialty has been in providing back-room 

services to third parties and other motor clubs.  For example, ERS provides dispatch 

services to United States Auto Club (USAC), National Motor Club and other 

organizations such as NASCAR, Saturn, Mitsubishi, General Motors, and Budget Rent-A-

Car.   ERS even provided dispatch services for Mr. Rescue before Road Rescue, Inc. 

developed an in-house dispatch and information center in 1993.  Mr. Rescue maintains a 

stand-by agreement with ERS to provide emergency dispatch service in the event that all 

of Road Rescue's systems, fail-safes, and back-ups fail. 

 

ERS has recently attempted to secure cellular business, even hiring one of Mr. Rescue's 

managers to start a cellular marketing division.   In all instances of which Lone Pine is 
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aware, ERS has not been awarded a single contract. The former Mr. Rescue manager has 

left ERS. 

 

 

American Automobile Association (AAA) 

 

Members: estimated over 35 Million (approximately 70% of the retail market) 

Price:  $22-80 depending on location and services covered  

Specialty:  Full service retail motor club 

Expansion: Has experienced declining market share in recent years 

Cellular Contracts: None, but does act as a cellular service reseller in some markets, 

offering discounts on monthly cellular fees to AAA members 

 

We have ranked AAA as a significant competitor only because of its formidable size. The 

American Automobile Association is not a unified organization, but rather an affiliation of 

approximately 130 clubs and 1,000 offices.  Insiders and outsiders alike describe this large 

not-for-profit organization as slow and bureaucratic. The pioneer of the motor club 

industry, AAA has stuck firmly to its premium-pricing and full-service policies. While its 

large size gives AAA extensive buying power in the contracted towing market, this is 

more than offset by high overhead costs.  A bloated organization makes the company 

reluctant to cut prices and slow to adapt. 

 

Nevertheless, AAA has attempted to enter arrangements with cellular carriers in some 

markets.  In these conversations, AAA has offered cellular companies the "privilege" of 

including a "*AAA" option on subscribers' phones to allow AAA members to more easily 

contact their motor club.  In essence, AAA's strategy has been to use the cellular carrier as 

a channel of distribution for their standard motor club package.  AAA was unwilling to 

unbundle there services or customize features, and has refused to pay to carriers a 

commission or allow a mark-up in price for the new members attracted.  Lone Pine has 

communicated with one carrier who indicated that it was disappointed by AAA's 

presentation, and commented that the association was not well suited for meeting carriers' 

or their subscribers' roadside assistance needs. 

 

The foregoing not withstanding, AAA does have the size, network, and name recognition 

to be a formidable competitor. 

 

 

Auto Help Line 

 

Expansion:  Mostly regional businesses and retail members 

Cellular Contracts: Bell South in Georgia, Florida and Virginia 

 

Auto Help Line has been in the roadside assistance and motor club businesses since 1976.  

In addition to retail club members, the company has a number of smaller corporate 
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accounts.  These include regional automobile dealerships, insurance brokers, and rental car 

agencies.  

 

Auto Help Line has recently attempted to market to cellular companies and has secured 

contracts with Bell South in Georgia, Florida and Virginia. (Markets where Mr. Rescue 

currently has exclusive contracts with the other area cellular carrier.) In its marketing 

materials to cellular companies, Auto Help Line references letters and calls from Bell 

South cellular customers expressing satisfaction with Auto Help Line's service and loyalty 

to the carrier because of its motor club offering. 

 

If Auto Help Line did not have contracts with Bell South, this company would not be 

listed as an important competitor.  The company's marketing materials are poor and in 

contracts with other large motor clubs and service providers Auto Help Line has not been 

identified as an important or quality participant in the motor club or roadside assistance 

market. 

 

Amoco Motor Club 

 

Members: estimated over 3 million  

Revenues: $150 million 

Price:  $39-49 

Specialty: Distribution to Amoco credit card holders and through third parties 

Expansion:  Recent growth through third-party distribution and back-room processing 

Cellular Contracts: Previously held one contract with a carrier in Illinois; through mutual 

agreement, the contract was terminated 

 

Amoco motor club provides retail memberships to individuals and has third-party 

arrangements with large national organizations.  In addition to the over 1.5 million Amoco 

motor club members, solicited primarily through Amoco Oil Credit Cards, Amoco Motor 

Club services another 1.5 million members through third parties.  Amoco's national 

accounts include the American Association of Retired Persons (AARP), Volvo, Lexus,  

Range Rover, and Saab. 

 

A few years ago, Amoco entered into an agreement with a cellular company in Illinois to 

market the Amoco Motor Club to the carrier's customers.  However, both Amoco and the 

cellular company were dissatisfied with the result of trying to sell a traditional motor club 

package using the cellular phone subscriber database.  Amoco found that its information 

systems were ill suited for tracking and servicing these customers and that the solicitation 

costs of attracting new motor club members in this way was prohibitive. 

 

Other Motor Clubs 

 

The companies listed above are those that present the most likely competitive threat to Mr. 

Rescue in the near-term.  These players either have the potential to enter the cellular 

market or have had some success in this arena in the past.   
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In addition to the companies described above, there is a host of other motor club 

organizations that Lone Pine will monitor and research both prior to and after the 

acquisition. 

 

These organizations include: 

 

• Oil company affiliated motor clubs e.g.,  Exxon, Shell, Chevron, Sun, Texaco, 

Mobile. 

 

• Other affiliated motor clubs e.g., All State Insurance, (3.5 million members), 

Montgomery Ward Auto Club (1 million members), Cigna Road & Travel. 

 

• Other independent motor clubs e.g., National Breakdown, Canadian Tire and 

Auto, Golden West Auto Club, Motor Club of America Enterprises, Nation 

Safe Driver Auto Club, Road America Motor Club, Road Guard Motor Club, 

Safe Driver Motor Club, and Travelers' Motor Cub. 

 

 

Overall Assessment 

 

In recent years the cellular roadside assistance market has become fairly competitive. That 

competition is likely to persist and increase over the next few years. However, Mr. Rescue 

is well suited to successfully meet the competition.  The Company has a proven track 

record and a history of building and maintaining relationships with cellular carriers. 

 

In addition, competitors in the market today have not clearly demonstrated a desire or 

ability to meet the special needs of cellular carriers.  Most motor clubs have attempted to 

use cellular carriers as a "mailing list" for soliciting new members. Some clubs have even  

required that they be allowed to retain and sell the cellular carrier's subscriber list (an 

extremely sensitive issue for cellular carriers).  

 

While demand for cellular provided roadside assistance is growing, carriers have a unique 

set of needs from their contracted service providers.  Even more important than price, 

cellular companies are concerned about the impact of any service they provide on their 

ability to attract and retain subscribers.  One carrier described the attributes they would be 

looking for as: 

 

• An ability to generate customer loyalty to the carrier, not simply use the carrier 

as a distribution channel for an existing product 

• An ability to enhance the carrier's image: 

  -Quality 

  -Customer Service 

  -Reliability 

• Reliability and dependability 
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• A product offering (price and features) that the sales force can sell  

• An attractive feature for subscribers that will not cost the carrier money to 

offer. 

 

Mr. Rescue is uniquely positioned in the roadside assistance business to meet these and 

other cellular carrier needs. The Company's organization and service offering focuses on 

the features most important to cellular subscribers and motor club members - roadside 

assistance.  Because Mr. Rescue offers only this service and is not burdened with the 

overhead and distraction of supplying trip routing or other travelers' benefits, it can 

provide higher quality roadside assistance to carriers at prices other motor clubs could not 

afford.  In summary Mr. Rescue is well positioned to serve its market: 

 

• Mr. Rescue provides carriers a completely customized roadside assistance 

product, not a repackaged retail motor club. 

• Mr. Rescue contracts exclusively with one cellular carrier in a given market.  

This enhances the "special" nature of the services and promotes joint marketing 

efforts. 

• Mr. Rescue can increase a carrier's marketing presence locally by placing the 

cellular company's name on Mr. Rescue's vans in carriers' primary markets.   

• Mr. Rescue operates its own vans which affords the Company a level of control 

over the provision of services that can not be matched by other motor clubs.  

• For contracted service Mr. Rescue relies on the same network of service 

providers as other national motor clubs.  However, unlike some of the larger 

clubs, such as AAA, which have poor reputations across the towing industry 

for paying extremely low rates to contracted towers, Mr. Rescue has made 

every effort to maintain good vendor relations and pay contractors higher, but 

competitive, rates in exchange for premium service. 

• Because of lower costs in overhead and providing services in-house, Mr. 

Rescue can create an extremely economical service package that carriers can 

sell at a profit at prices subscribers will buy. 

• Service to customers has been superior in the past, with Mr. Rescue 

experiencing a low incidence of customer complaints and an average response 

time to calls of 30 minutes or less. 

• No other motor club or roadside assistance organization has the depth and 

breath of experience in meeting the special needs of cellular carriers and their 

subscribers. 
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The Company 
 

Company Background  

 

Road Rescue, Inc. was  founded in 1987 in Houston, Texas, as a family business.  Ray 

Hinsley, the Company's founder, financed with $160,000 from his parents, started Mr. 

Rescue to provide roadside assistance to local automobile dealerships.  These dealerships 

offered Mr. Rescue's roadside assistance program to customers as an added feature to 

emphasize their products' reliability and their companies' dedication to service. 

 

Shortly after securing contracts with a number of dealerships in the Houston and Dallas 

areas, Mr. Rescue approached GTE Mobilenet about supplying roadside assistance 

services to its cellular customers in specific markets in Texas.  GTE agreed and rolled out 

Mr. Rescue on a trial basis.  The test was successful, and Road Rescue, Inc. has 

consistently expanded the number of GTE markets that it serves.   From Texas the 

Company approached additional cellular carriers and entered into new contracts in 

Cleveland, San Francisco, Portland, and other major cities across the US. 

 

Today Mr. Rescue is managed on a day-to-day basis by the Company's founder and 

president Ray Hinsley.  Ray is a minority stockholder with 25% of the outstanding shares.  

Ray's parents are majority shareholders with 75% of the Company's equity. 

 

When initially approached, the Hinsley family was not enthusiastic about selling the 

Company, but agreed to discuss the possibility of a sale.  After lengthy negotiations, terms 

of sale were negotiated and agreed to.  Lone Pine believes the Company's president views 

the sale as an opportunity to receive a significant amount of money, escape a lifestyle of 

frequent business travel, and spend time with his wife and children.   

 

Contracts 

 

Mr. Rescue's primary assets are a set of approximately 20 contracts with cellular carriers to 

provide roadside assistance service to their subscribers.8  These contracts range in duration 

from two to three years, and most contain provisions for cancellation for cause following 

the first 18 to 24 months.   These arrangement cover over 70 markets across the US and 

include 12 of the top 20 cellular markets in the country.  As a condition of closing the 

acquisition the Sellers have agreed to secure renewals, on terms the same or more 

beneficial to the Company, of the vast majority of cellular contracts including those in 

major markets. Appendix I provides a summary of Mr. Rescue's contracts. 

                                                 
8In addition to these cellular contracts, Mr. Rescue generates approximately $20,000 to $30,000 

per month from long-standing arrangements with car dealerships and other local businesses in 

the company's larger Texas markets. 
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Contract Renewals 

 

In the past, Mr. Rescue has been successful in renewing its cellular contracts.  The 

Company has never failed to re-sign an agreement, and in most instances renewals have 

been accompanied by price increases or up-grades to service. 

 

While contracts are not guaranteed to be renewed in the future, in talks with Lone Pine, 

cellular carriers have indicated that once a contract such as Mr. Rescue has been signed, 

the company would be reluctant to change providers if it were receiving satisfactory 

service, since changing providers would cause confusion, disruption, and switching costs 

for the carrier and its users. 

 

Because Mr. Rescue is a branded name that appears in many carriers' promotional 

materials and the Company owns its own customer 800 numbers, carrier loyalty towards 

Mr. Rescue and switching costs are substantial.   However, this is not true for all other 

programs.  For example, McCaw's "Mobil Assist" program would be less painful for the 

carrier to switch from, since McCaw owns the telephone numbers and "Mobile Assist" 

brand name.  Cross Country provides only the back-room processing and dispatch service. 

 

Because of these factors, Lone Pine believes that Mr. Rescue is highly likely to retain its 

existing base of cellular contracts and quickly secure additional contracts in other markets 

over the next few years. 

 

Pricing 

 

Mr. Rescue offers cellular carriers the opportunity to provide their customers either local 

or national coverage that does or does not include free towing services.   Prices are based 

on the options selected and the number of customers subscribing to Mr. Rescue. Prices to 

carriers for Mr. Rescue's services range from $0.65 to $3.00 per subscriber per month, 

depending on the geography, services provided, and specifics of the agreement.  The 

typical agreement charges carriers: 

 

• $0.70-$1.00 per subscriber per month for local roadside assistance 

• $1.00-$1.20 per subscriber per month for national roadside assistance and 

towing coverage 

 

Carriers on average charge customers between $1.75 and $3.95 per month for Mr. Rescue 

membership.  Some of Mr. Rescue's contracts include target retail prices and escalation 

clauses that increase Mr. Rescue's monthly fee in the event that prices to users are raised. 

 

Approximately 70% of Mr. Rescue's contracts include free towing service as part of the 

product offering, the remaining 30% cover free local roadside assistance and Mr. Rescue 

arranges, but does not pay for, towing.  Mr. Rescue has been successful in upgrading 

carriers to more expensive and comprehensive coverage.  For example, Mr. Rescue 
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recently negotiated a 20% price increase for its contract in the Dallas market by offering 

national coverage instead of roadside assistance only in the primary cellular area.  In 

addition to this potential for increasing prices, Mr. Rescue has also been able to arrange 

regular price increases and joint marketing initiatives at the time of contract renewals. 

 

Under Lone Pine management, Mr. Rescue will continue to attempt to upgrade services 

and may provide new features that will increase the Company's revenues and product 

offering to carriers. 

 

Billing and Accounts Receivable 

 

Road Rescue, Inc. bills carriers monthly for its services, based on the number of cellular 

users subscribing to Mr. Rescue's roadside assistance program.  Carriers send the 

Company a monthly tape or disk containing the names and cellular number of the 

customers receiving Mr. Rescue coverage.  Cellular customers are billed monthly by the 

carrier either as part of a basic safety and security package or as an a la carte option.  

Based on the terms of the contract the carrier sends or wire transfers monthly payments to 

Mr. Rescue for the subscribers covered by Mr. Rescue during the previous month.  Road 

Rescue receives payment for a subscribing cellular customer regardless of whether that 

customer pays his/her cellular bill.  Receivables from carriers have been of the highest 

quality, with days outstanding on a monthly basis averaging 39 days in 1994. 
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Organization 

 

Despite its range of coverage and increasing number of subscribers, Mr. Rescue has a 

simple organization with approximately 75 employees. 

 

Organizational Chart 

Mr. Rescue 

General 

Managers

Accounting 

Manager

President 

Road Rescue , Inc.

Customer Service 

Manager

Supervisors 

(4)

Customer Svc 

Reps (20)

Vendor  

Services (2)

Payroll & 

Payables (1)

Accounting 

(1)

Quality 

Assurance (1)

Houston (9)*

Dallas (11)

Austin (5)

San Francisco (8)

Portland (4)

Cleveland (4)

Tampa (2)

* For all cities number includes: Manager, Supervisors, and Drivers.

 

 

Corporate Offices 

 

The Company's corporate headquarters houses fewer than 10 people, including secretaries.  

Other than the office of the president and the accounting department all of Mr. Rescue's 

managers and employees are located in the dispatching center and field offices.   

 

In addition to making overall strategic decisions for the Company, the primary role of Mr. 

Rescue's president has been to sell services to cellular carriers.  In the past year, the 

Company's president has also spent a considerable amount of time overseeing the 

formation and operations of the new dispatch center, which was started in mid-1993.   
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Operations and Field Offices 

 

In Mr. Rescue's seven largest markets, the Company operates its own service vehicles. In 

the past the Company has added additional trucks to an area based on the number of 

subscribers and average daily call volume. In addition, as part of most contracts, Mr. 

Rescue agrees to add one or more of its own trucks to an area once the number of 

subscribers reaches 10,000.  Mr. Rescue's fleet of 27 (See Table 4) service vehicles 

typically responds to calls for assistance as a result of overheated engines, dead batteries, 

flat tires, lock outs, and empty gas tanks. 

 

Table 4 

Number and Location of  

Mr. Rescue Service Vehicles 

 
 Location Trucks 

 San Francisco 6 

 Dallas 5 

 Portland 4 

 Austin/San Antonio 4 

 San Antonio 2 

 Houston 5 

 Cleveland 2 

 Tampa 1 

 Total 27 

 

 

To oversee drivers in these important markets, the Company has established local offices. 

Offices in the more established locations consist of a location manager, one or more 

supervisors, a clerical assistant (who also works as a local dispatcher during business 

hours), and a staff of drivers. 

 

Location general managers handle all of the day-to-day operations in their area.  They are 

responsible for hiring, training and reviewing drivers locally.  They oversee the local 

dispatch of calls and respond to complaints or requests from their local cellular carrier.  

They also assist the carrier in its sales efforts by providing training on how to sell the Mr. 

Rescue service to vendors and subscribers. The location manager is also responsible for 

managing the Company's network of contracted service providers in their area.  These 

managers are bottom line oriented and are compensated based on the financial 

performance of their area.  Managers are paid a base monthly salary of  $1,500, plus a 

quarterly bonus tied to area profits which results in some managers making as much as 

$100,000 a year. 
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Call Servicing  

 

Typical usage rates for the roadside assistance services of motor clubs run as high as 60% 

(AAA) and as low as 10% for new car programs.  Mr. Rescue's usage rates have 

historically been 12-24% per year depending on the market and services offered. Calls for 

assistance in an area are routed to the local Mr. Rescue office and are dispatched to either 

a Mr. Rescue driver or a contracted vendor.  

 

Mr. Rescue estimates that a service van can respond to between 100 and 200 calls per 

month. Mr. Rescue estimates that the average fully-loaded cost of a service van is 

approximately $3,500 per month.  The Company's average cost for contracted service calls 

is $36 per call.  Therefore, once call volume that can be serviced by one truck exceeds 100 

calls per month, Mr. Rescue increases its profitability and quality of service by adding 

additional vehicles. 

 

Mr. Rescue drivers typically work 3-to 5-day shifts and are on call 24 hours a day during 

that time.  For being on call drivers are paid a base monthly salary, plus an additional $5 

per call commission for calls responded to within 30 minutes and completed to the 

satisfaction of the customer. Most Mr. Rescue drivers are retired policemen or military 

service men, are physically active and mechanically inclined and enjoy the free time and 

flexibility that their job allows.  

 

To respond to calls that can not be adequately serviced by company vans, Mr. Rescue also 

maintains a network of over 4,000 vendors.  Mr. Rescue strives to maintain a good 

relationship with these vendor by paying subcontractors higher (although competitive) 

rates than many of the other motor clubs and dispatch services. Mr. Rescue also uses its 

integrated dispatch, accounting, and customer service system to pay vendors weekly for 

the calls they service.   In Lone Pine interviews with towing companies, owners and 

managers have expressed a great deal of animosity towards clubs like AAA that use their 

purchasing power to get rock bottom prices.  Many towing companies use these calls to fill 

excess capacity in their fleet but give better customers preferential treatment. 

 

With its approach of maintaining its own high-quality fleet and good relationships with 

suppliers, Mr. Rescue achieves an average response time of 30 minutes and has high levels 

of customer satisfaction.  

 

Dispatch Operations 

 

Nearly 60% of all Mr. Rescue calls are serviced initially by the Houston dispatch office.  

The remaining calls are routed directly to local offices or a contracted answering service 

during off hours. 

 

Until recently, the Company's entire dispatch operation was out-sourced to ERS.  In 1993 

the Company undertook a major year-long project in Houston to bring dispatching and 
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systems in-house.  An investment of over $100,000 and a considerable amount of the 

president's time have brought the new system on-line.  It is working well, and operates 24 

hours a day, 365 days a year. 

 

The dispatching and systems facility is a modular office with an integrated telephone and 

computer system.  Based on a caller's cellular number and location, dispatchers can assign 

a call to a Mr. Rescue vehicle or one of the Company's contracted vendors.  These 

providers are automatically ranked by service history, average response time and cost.  

Dispatchers then contact an appropriate service provider, establish an estimated time of 

arrival and, if the call is assigned to a vendor, assign a purchase order number. The system 

is fully linked with accounts payable and uses dispatch logs to generate and validate 

invoices and payments. 

 

The system has dual file servers with fail-safe backups and emergency generators.  In 

addition Mr. Rescue maintains a stand-by contract with ERS for last-resort dispatching in 

the event of a complete disaster.  The Company has never experienced a significant system 

problem or any unscheduled down-time.  Current management estimates that the existing 

system has the capacity to handle twice the daily call volume currently received by the 

Company with no significant expansion expenses. 

 

Key Employees 

 

Following the completion of the acquisition, Mr. Smith, Lone Pine's President will assume 

the role of Mr. Rescue's president. (Resume provided in Appendix VI) In the first months 

of operation, he will be assisted by Road Rescue's current president, Randall Hinsdale who 

has agreed to work for the Company for a period of no less than 6 months. Mr. Hinsdale 

has also agreed to continue on a commission basis as a salesperson to key accounts as 

appropriate. 

 

In addition to these resources, Lone Pine plans to carefully investigate the potential 

benefits of hiring an experienced and dedicated marketing manager to meet the most 

pressing needs of the business. 

 

Because of the current timing of due diligence, Lone Pine has not had the opportunity to 

talk with all of the Company's key managers and provide potential investors with the 

necessary first-hand observations.  This section of the offering memorandum will require 

additional investigation and will be completed shortly.  

 

In addition to hands-on managers at the Company, Lone Pine plans to put together a strong 

board of directors and corporate advisors that will include a number of the major investors 

in the acquisition. 

 



 

 

Offering Memorandum 24  

Growth Opportunities/Post Acquisition Activities 
 

 

Lone Pine believes that a significant amount of the value to investors in this transaction 

will be generated by the future growth of the Company.  In the past two years, Mr. Rescue 

has experienced considerable top and bottom line growth.  Lone Pine's management plans 

to continue this growth by: 

 

• Entering new cellular markets 

• Working with carriers to increase subscriber penetration 

• Providing additional services to cellular carriers 

• Benefiting from the continued growth of the cellular industry 

• Exploring additional channels of distribution 

• Seeking follow-on acquisitions in complementary businesses or attractive 

roadside assistance niches. 

 

New Market Opportunities 

 

As mentioned earlier, Mr. Rescue is the dominant provider of cellular roadside assistance 

in the US.   Despite this, the Company has contracts with carriers in only 12 of the top 20 

markets in the country.  Many carriers have not yet adopted this service, including one or 

both cellular carriers in the remaining 8 top markets in which Mr. Rescue does not 

currently have contracts.   This list includes the top 2, and 5 of the top 10 markets in the 

country. (See Appendix I) 

    

Given Mr. Rescue's experience and unique ability to meet the needs of cellular carriers and 

subscribers, Lone Pine believes that the Company has the ability to secure contracts in 

some or all of these remaining large markets.   For example, Mr. Rescue has already begun 

talks with NYNEX regarding New York City and AirTouch regarding Los Angeles.  

Prospects look strong for the AirTouch contract as a result of the joint venture with US 

West and that Company's already strong relationship with Mr. Rescue. 

 

In addition, there are still a large number of smaller markets that Mr. Rescue does not 

currently service, but with which it has begun negotiating.  First drafts of agreements with 

carriers in Buffalo and Syracuse, New York are underway. 

 

Penetration Increases 

 

With Mr. Rescue's rapid growth and new systems/dispatch initiatives, senior 

management's attention over the last year has been focused on keeping up with business 

pursuing Mr. Rescue rather than looking for new opportunities.  As a result, the Company 

has no marketing or growth plan other than a brief 1993 study conducted by an outside 



 

 

Offering Memorandum 25  

consultant.  This study projects dramatic growth through 1997 but offers no major 

insights.   

 

For the markets in close proximity to Mr. Rescue's headquarters the Company has been 

able to achieve a penetration rate into the subscriber base estimated at 18% for Dallas and 

nearly 50% for Houston.  In other more distant markets, the Company's penetration into 

the contracted carrier's customer base has been weak.  Chicago for example is the third 

largest cellular market in the country yet Mr. Rescue has just over 6,000 subscribers in that 

area (estimated penetration approximately 2%).    Washington DC which is the fourth 

largest cellular market and also has just over 6,200 Mr. Rescue subscribers (estimated 

penetration approximately 2%).  Lone Pine's belief is that these disappointing penetration 

rates are a product of a lack of attention by the carriers' and Mr. Rescue's management.   

 

Mr. Rescue has recently negotiated with these carriers to increase the marketing attention 

to these areas.  These initiatives include packaging Mr. Rescue as part of a safety and 

security product and increasing sales training.  Lone Pine believes that with greater 

attention to carriers needs and the development of new initiatives and programs, 

penetration can be significantly increased. 

 

New Market Segments 

 

While cellular roadside assistance will be Lone Pine management's first and largest 

priority, other growth opportunities for Mr. Rescue do exist.  Management plans to be 

cautious in approaching these opportunities to avoid disrupting the Company's current 

base of business.  Importantly, management will not risk core business and relationships to 

enter new markets.  However, Lone Pine believes that there are significant growth and 

profit opportunities in areas other than cellular.  For example, Lone Pine has already 

spoken with used car finance agencies that are interested in offering a roadside assistance 

package to improve customer service and their Company's image.  Other opportunities 

include: 

 

• Rental car agencies 

• Local and national fleet businesses 

• Parking garages 

• Using electronic methods of solicitation (Internet, cable, etc.) 

• Targeting third-party contracts of other motor clubs. 

 

Lone Pine is also monitoring emerging technologies such as Personal Communication 

Systems (PCS) for individuals and Global Positioning Systems (GPS) for vehicles.  

Management will watch these developments closely and attempt to leverage the 

Company's existing relationships with wireless communication companies to explore 

possibilities for distributing Mr. Rescue's services through these channels. 
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Lone Pine will also consider growth into new markets through acquisition.  As 

competition increases in the market for roadside assistance and more and more services are 

distributed through large third parties such as car manufacturers and cellular carriers, there 

is likely to be consolidation in the industry.  Given the number of motor clubs and dispatch 

companies in the market today, there are certain to be companies available for purchase in 

the coming years.  Lone Pine plans to actively pursue and examine acquisition 

opportunities that would create value for the Company and its shareholders. 

 

These opportunities will mean significant operating leverage from new customers and 

increased utilization of Mr. Rescue's existing infrastructure and service network. 

 

Operating Improvements 

 

Lone Pine also intends to examine a number of initiatives to reduce overall operating costs 

and improve customer service performance.  While improvements in the Company's 

operating performance and profitability are untested, Lone Pine believes they could be 

achieved by: 

 

• Further centralizing after-hours dispatch services (currently out-sourced) 

• Increasing attention to, and management of, the Company's vendor network  

• Paying greater attention to market-by-market fleet costs 

 

Exit Strategy 

 

Lone Pine plans to operate and grow the Company for a period of approximately five 

years.  At that time management believes that a number of realistic exit options exist for 

the Company.  The most likely of these would be a sale of the business to one of the large 

motor clubs that has unsuccessfully attempted to enter the cellular roadside assistance 

business in the past.  Other possibilities include sale to an aggressive cellular carrier, a 

merger with another growing organization such as ERS or Cross Country or an IPO. 
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Investment Considerations 
 

 

The acquisition of Mr. Rescue is an opportunity to make above market returns on a strong 

investment: 

 

• Mr. Rescue is the leading Company in a growing market: 

- Cellular is one of the fastest growing industries in the country with 

double digit growth projected through the year 2002 

- Mr. Rescue pioneered the cellular-provided roadside assistance business 

- Mr. Rescue has over 20 contracts covering more than 70 cities, 

including 8 of the top 20 cellular markets in the country. 

 

• Mr. Rescue's service is well suited to the needs and wants of cellular carriers 

and their customers: 

- Mr. Rescue is a high quality and custom service that reflects positively 

on any cellular carrier's image 

- The Company's product assists carriers in building customer loyalty and 

increasing their subscriber base 

- Mr. Rescue's low cost allows carriers to offer roadside assistance at a 

price users can afford while still generating a profit for the Company 

- More and more new cellular customers are increasingly concerned with 

safety and security; concerns well addressed by Mr. Rescue's services. 

 

• There are significant growth opportunities for the Company in the near and 

long-term: 

- A number of the most important cellular markets in the country do not 

currently have cellular-provided roadside assistance  

- Mr. Rescue has a significant potential to increase penetration into 

existing markets through better initiatives, training, and increased 

management attention 

- Mr. Rescue will certainly benefit from explosive cellular growth even 

without adding new markets or increasing subscriber penetration rates 

- Many new channels of distribution exist for Mr. Rescue's service that 

have not been fully exploited by competitors. 

 

 

 

• Mr. Rescue's revenue stream occurs on a recurring revenue basis: 

- Carriers contract with the Company for a minimum of 2 to 3 years, and 

have expressed a reluctance to switch providers 

- Individual subscribers make their purchasing decision once and are 

billed a nominal monthly amount until they terminate service 

- Mr. Rescue has never lost, or failed to renew a cellular contract. 
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• Company operations are simple and require limited specialized knowledge or 

experience. 

- The risks of unproven management are minimized 

- Simple operations allow senior management to focus attention on sales 

and marketing. 

 

Risks exist but Mr. Rescue is well equipped to meet the potential challenges 

 

• Mr. Rescue's success has attracted competition for cellular business 

- Large and small motor clubs have recently made attempts to secure 

cellular business, and some have been successful 

- Large and aggressive competitors have the potential to win some 

contracts in untapped markets as well as compete for Mr. Rescue's 

existing business 

However: 

- Mr. Rescue's service is economical and targeted to meet 

customer needs 

- Mr. Rescue has considerably more cellular roadside assistance 

experience than any company in the country 

- Because there are two cellular carriers per market an opportunity 

for more than one roadside assistance provider will continue to 

exist  

- Mr. Rescue is a formidable competitor with a perfect record of 

contract renewals and success in competitive-bid situations. 

 

• Mr. Rescue's business is concentrated in the cellular market and currently only 

consists of 20 contracts 

However: 

- Carriers face high switching costs away from Mr. Rescue 

- Carriers have assisted in developing Mr. Rescue's brand 

equity, which could be used to the benefit of a carrier's 

competition if a contract were not renewed 

- Switching from Mr. Rescue's service would create 

disruption and confusion for subscribers 

- No Mr. Rescue account comprises more than 18% of the 

Company's revenues 

- Renewals of substantially all contracts, including all major 

markets, have been guaranteed by the Sellers as a condition to 

close 
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• Operational changes could adversely affect the profitability of the business. 

- As the penetration of cellular into the general population increases, 

there is a possibility that Mr. Rescue will experience higher usage rates 

which could increase the Company's operating costs. 

However: 

- Given Mr. Rescue's low cost structure and overhead, Mr. 

Rescue will continue to have a price advantage over its 

competitors 

- Cellular penetration is not expected to exceed 20% until after 

the year 2000 and at least until that time it will continue to 

attract more affluent user group who historically have had lower 

usage rates 

- As more markets mature a greater portion of calls will be 

serviced by Mr. Rescue's lower cost in-house vehicles. 

 

• The major assets of Mr. Rescue are contracts which have been developed by 

the founder and president.  When this manager leaves, there is a risk the 

Company will lose the benefit of these relationships which may affect Mr. 

Rescue's ability to generate new, and renew existing, contracts. 

However: 

- Lone Pine believes (and will thoroughly investigate before 

concluding) that the key relationships have been developed with 

the Company and not with the Company's president 

- Carriers also have ongoing interaction with Mr. Rescue's local 

managers who also support and maintain the company's 

relationships 

- Mr. Rescue's president will remain with the company under an 

employment agreement for a minimum of 6 months to facilitate 

a smooth transition 

- Prior to close, virtually all of Mr. Rescue's contracts will have 

been renewed, thereby providing sufficient time for new 

management to reinforce key relationships. 
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Appendix 
 

 I Summary of Top 20 Cellular Markets and Mr. Rescue Coverage 

 II Relevant Articles re: The Cellular Industry 

 III Road Rescue, Inc. Financial History 

 IV Letter of Intent between Lone Pine and Road Rescue, Inc. 

 V Model of Financial Projections and Investor Returns 
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