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A slow economy coupled with
trickling investments have divided

owners of tech com-
panies into two
gt'oups: those looking
to strengthen their
already-strong busi-
nesses and thosejust
trying to survive.

The result will be a
surge in technology-company mergel
and acquisition activity during the
next 12-18 months, analysts said.

The reasons?
Buyers are being smarter about

Chaturuedi

Partners L.L,C.

Taubman Centers
profih up despite
bad retail year

By Bnnnr Sr*avsl,y
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t ast year mall developer Taubman Centerc Inc.

I overcame the daunting task of opening four
I malls during the worst retail climate in l0
years and still managed to increase earnings and
boost its stock price.

Taubman Centers (NYSE: TCI) last year opened a
mall in Plano, Texas, and three malls in Florida - a
total of 5.5 million square feet of space.

On the surface, Taubman Centers'financial re-
sults look solid, and the ou0ook for this year is
promising. But the company
went over budget and lost a
dozen tenants at Dolphln
Mall, which opened last
March in Miami. The com-
pany also faces a diflicult
leasing environment this
year.

In fact, New York-based
Fltch RaUngs said late Friday
that it has placed Taubman
Centers' BB preferred stock
rating on watch.

Fitch is watching Taub-
man Centers primarily be-
cause it is concerned about
the company's exposure to interest rates. The credit
watch applies to about 93fi) million in preferred
stock.

The job of opening malls was difficult last year
because ofa weak economy, reluctance by retailers
to open stores and complications caused by the
events ofSept. 11.

For example, Taubman Centers still opened Inter-
natlonal Plaza in Tampa, Fla., on schedule just three
days after the terrorist attacks but canceled many
of the opening fanfare for fear oflooking tacky.

Plus, International Plaza and Dolphin Mall rely
on tourism for a greater percentage of sales than
most malls, and the depressed tourism business cut
into mall traffrc last year.

Finally, the Sotheby's Hotdlngs Inc. price-fixing
scandal put Taubman Centers'founder and former
Chairman A. AlfredTaubman in the newsforsever-
al weeks. fire scandal and the guilty verdict had the
potential of being a major dishaction, but fire com-

CEO Robert Taubman
succeeded hls father as
chalman ln December.

See Taubman, Page 35
See Quicken, Page 37
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Strongreadyto buy in tech sector
Slozn econom,A sets stagefo, M&A surge

where they spend their money, and
sellers have realized they may be liv-

ing on borrowed
time.

"Reality has hit
a lot of these folks.
leaving them won-
dering if they'll
even have a fu-
ture." said Seema
Chatuwedi, a mer-
ger and acquisi-
tion consultant at
Amherst Capltal

"Earlier in the economic dowtr-
town, they may have said: 'Why

should I sell? Things will turn

around.' But now they're realizing
they might be without clients if they
don't do something fast."

Larry Mehren, director of plante &
Moran L.L.P.'s corporate-finance unit
in Southfield, said buyers are being
smarter and doing their homework
and have waited for an improved
economy.

"What's happening in the market
now is that buyers have fallen back
on methods ofvaluation that are very
tried, tested and true," Mehren said.
"Valuation of newer tech conrpanies
in the past few years has been based
on slightly esoteric nurnbers, such as
how many eyeballs see something or
the number of potential customers.

"Now, buyers are wondering how
their investment is actually going to
generate revenue for them or how
the technology they're acquiling is
going to help them strategically."

Problems may arise, though, said
Douglas Camitta, a partnerat the De-
troit office of the law firm pepper
Hamllton L.L.P. Camitta works in com-
mercial practice and often helps
companies through mergers and ac-
quisit ions.

"One serious potential negative is
whether or not the culture of the two
companies can mesh," Camitta said.
"Sometimes one of the companies in-
volved in the merger or acquisition
can be destroyed because crucial enr-
ployees don't like the direction of
things."

See Tech, Page 37
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New leaders set $10 billion goal
By Katrn Mnnx

C IIA I N'S DE1' IIOI 7' rJUS/A'I1'.S.S

ivonia-based Qulcken Loans
Inc. says a change in leader-
ship won't slow its aggr.es-

sive run to double its business to
$10 billion in mortgage closings in
four years.

The national leader in online
mortgages announced in Decem-
ber that its
founder, 40-year-
old Dan Gilbert,
would turn in his
day-to-day manage-
ment responsibili-
ties Feb. I so he
could foment new
business ideas for
Quicken Loans and
himself. He will re-
main the compa-
ny's nonexecutive
chairman.

Pat Mclnnis took over as presi.
dent and Bil l  Emerson as CEO.
Both are company veterans.

Gilbert, who founded the compa-
ny as Rock Flnanclal Corp. in l9BS
with a $5,0(X) loan, said he had an
itch to take on a new challenge.
And it seemed like a good time.

When Gilbelt started the compa-
ny that is now Quicken Loans, he
was selling real estate part time
and had just entered his fu.st year
of law school. The goal that fu.st
yeal'was to make enough to keep
the lights on, Gilbert said.

Now, the company has been a
subsidiary of Mountain View,
Calif.-based tntutt Inc. for two

llI'\rc best rkw,s
ct?'e'LJetto come

zaitlt tlt:is
conrpQn,?J.r,

Dan Gllbert, founder,
Qulcken Loans Inc.

years. It collected revenue of $i?0
million in 2001 and became the
largest online mortgage lender,
closing 94.6 billion in loans.

Mclnnis said he'd l ike to sur-
pass $10 bi l l ion in four years.
Etnerson said he hopes to close gl0
billion in loans in 2004.

"The best days are yet to come
with this company," Gilbert said.

And while that mav make it
seem like an odd time
to leave, it makes per-
fect sense for a born en-
trepreneur like Gilbert,
said Rajesh Kothari,
managing director of
Accelero Capltal Partners
L.LC.

At age 12, Gilbert
started a pizza-delivery
business from his
mother's ki tchen. He
had 9-year-olds deliver-
ing the pies on their bi

Dan Gilbert: On
to new projects

cycles until the health department
called to inforrn him about the reg-
ulatory requiletnents that accom-
panied food-prepalation ventures.

And at Southfletd-lathrup Hlgh
School, his entrepreneurial ven-
tules, selling everything from can-
dy to trendy toys, often landed him
in the principal's office.

Entrepreneurs such as Gilbert
are always trying to figure out
what they want to be when they
grow up, Kothari said. That does-
n't end at age 12 or lB.

"FYankly, usually when an en-
trepreneur sells the business, they

Page 3
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Another potential stumbling
block is a lack of necessary
staffrng or financial capability to
run a larger company with an ex-
panded vision.

Since Oct. 1, there have been 14
technology mergers or acquisi-
tions in Southeast Michigan val-
ued at more than g1 million each,
compared with 29 for the same pe-
riod in 2fiD, according to Merger-
stalcom, a Los Angeles-based com-
pany that tracks deals. The
mergers were in the Internet,
telecomrnunications, semiconduc-
tor, software, hardware and net-
working categories.

The numbers were down largely
because of Sept. 11, analysts said,
but the number of expected deals
is much higher now than at the
same time last year.

Technology companies in the in-
formation-technology services and
biomechanical sectors should see
the most activity during the next
year, Mehren said.

Other areas also should fare
well, Chaturvedi said, including
companies that provide products
and services in customer-relation-
ship management, enterprise re-
source processes and management
of supply chains. Enterprise re-
source processes link back-offrce
computer systems in various de-
partments within a business. such
as finance and human resources.
Supply-chain management in-
volves the use oftechnology to con-
nect business processes and hard-
ware such as cash registers,
delivery vehicles, distribution cen-
ters, factories and suppliers ofraw
material.

For example, Ann Arbor-based
ErlmWare Inc. announced Wednes-
day that it has acquired New York-
based Intercommerclal Markets Corp.

Bmnc Ar{D s[mNG
Mergers and acquisitions in the Detroit area during the fourth quarter of
2oo1 and part of the first guarter of 20o2. The companies are either in the
Intemet, telecommunications, seminconductor, software, hardware or
networking segments. Every deal is estimated to be worth at least
$l mil l ion.

lla{onal TochTeam Inc., Southfield SorElf Con., Rockviile, Md.

Jeff Burton, president and CEO
of Farmington Hills-based Custom
Buslness Solotlons lnc., said his
company bought Fletd Technotogy
Partners Inc. in Novi to strengtlen
his company's offerings. Terms of
the deal, which closed Feb. 11,
were not disclosed.

Custom Business limited itself
as a company that mostly provided
contracted information-technolo-
gy services. Field Technology had
been a Web developer.

"This gives us the ability to offer
more refined service in Web devel-
opment," he said.

Michael Cody, chief technology
offrcer at Eccompll Systems Lt.C. in
Ann Arbor, said his company an-
nounced a merger with EyeOnX So
lutlons LLC. in Ferndale in Decem-
ber. Under the agreement, Ec-
compli owners received shares of
EyeOnX. Exact figures were not
disclosed.

Eccompli was a consulting busi
ness primarily in e-business and
Web development for payables de-
partments at various companies.
EyeOnX had software for payables
departments but lacked the sales
force and marketing, Cody said.

"We were able to go to some of
our clients looking for some of the
products EyeOnX already had in
place and cut our development
time of similar products by tg
months," Cody said.

Without the merger, Cody said,
Eccompli would have had to pin its
future on an improved economy,
and EyeOnX probably would have
sold out to a bigger company.

Now, he says, he expects Eccom-
pli to be profitable by the middle of
2003.

Andrew Dietderich: (JtJ) 446-
03 1 5, adietder ich@srain.com
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Prlvsto group led by management of
Proteomic Contract Seryices unit of
Genomlc Soluuons Inc., Ann Arbor.-_--

Dlxlol{et, Rlpley, Miss.

Protcomlc CoEtEGt Sorvlcss unlt
of Genomic Solutions lnc., Ann Arbor

Ayrlx Tochnologlcr Inc., Jackson, Miss.,
a dMsion of Big Net Hotdlngs Inc.,
Sterllng Heights:tor
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EPIQ Systoms Inc., Kansas City, Kan.

Ptoquost Co., Ann Arbol

Houlohold Dlrcct.com Inc., Southbury,
Conn.

Bankruptcy Managom€nt Soft\,vare
OperaUons of lmperial Bank, a subsidiary
of Comerica Bank. D,etroit

___ so!|Jn1|nq1!g""f9ry"rd, Gonn.
Eqdma Con., Batile Creek

t o f
md !:_-Hjlk39: 

ggE9_ t[a*o0ngsystcns crcup, Essen, Denmark
EysOnX Sohtlons LLC.. Femdale Eccompll Sy3t6m3 LLC., Ann A,bor

S€archHound.com !nc., Kansas Clty, Mo. SpeakGlobally LLC., Kalamazoo

Gedag USA Inc., Aubum Hills C|o3sTler, Fairfax, Va.

Provlder Healttllot soMc€s Inc., Dallas Hoalur Inbmdlon Managomont opor.uons

__ gI_" D"tto1ll"dtcat center, Troy

PrcQu$t Co., Ann fubor Mlcromodla Ltd., Toronto

MSX lrtematlonal Inc., Aubum Hllls Dratpner Assoclato3 AB, Gothenburg,
Sweden

Fullscope lnc., Ann Arbor Rsdxlay Ine., Atlanta

Source: v{r,vw. mergerstat.com
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for an undisclosed amount.
Munish Minocha, COO of Ex-

ImWare, said his company bought
InterCommercial to bolster Ex-
ImWare's strength.

ExlmWare, founded in 20fi), pro-
vides software and services to the
cocoa, coffee and sugar industries
that helps manage the flow of in-
ventory, from farm to consumer.

InterCommercial. founded in

1999, is a Web-based commodity
exchange.

"We have complementary offer-
ings," Minocha said. "A merger
will help keep costs down for us
and our clients."

Without a merger, one of the
companies likely would not have
survived the year, he said, al-
though he wouldn't disclose
which.
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SlThey'ue certainly
got e big lrg up on the

Internet lnnd;ilng
market.ll

Bruce Carr, Mlchlgan Mortgage
Lenders Assoclatlon

Since Emerson, formerly vice
president of mortgage operations,
joined Rock Financial, the compa-
ny has doubled its ability to
process and close loans.

And since Mclnnis, formerly
vice president of the Rock Finan-
cial branch business, joined the
company, Rock has increased
sales by more than ?fi) percent and
hipled the number of employees to
nearly l,fi[.

But any change in leadership al-
ways raises questions about what
is next, said Bruce Carr, past presi-
dent of the Mlchlgan Mortgage
Lenders Assoclatlon.

"Dan Gilbert was the creator of
that company. He drove their
growth," Carr said. "Their success
now really depends on what the

new guys do."
Still, Carr said, he doesn't ex-

pect the management change itself
to result in an immediate increase
or drop in market share.

"They've certainly got a big leg
up on the Internet lending mar-
ket," which sets them apart finm
most lenders, Carr said.

And the mortgage market is so
splintered, with about 40,000
lenders nationwide, that it's un-
likely the change in management
would put Quicken Loans at risk
for any attacks from competi-
tors.Emerson and Mclnnis don't
plan to compete on price. Instead,
Emerson said, the plan is to grow
by providing hassle-free, helpful
customer service, with a simple
process and convenient access to
humanhelp.

That's what a company needs
for good word-of-mouth, Emerson
said. And that, he believes, is the
key to gaining more market share.

Quicken Loans is the 26th-
largest mortgage lender nation-
wide, with l percent of the market,
Mclnnis said. But the No. I lender
only has about 6 percent, he said,
so a relatively small change in
business could move the company
forward.

Dave Green, first vice president
heading the mortgage-lending di-
vision for Gomerlca Bank, said he
couldn't comment about specific
competitors but said Internet lend-
ing is changing mortgage competi-
tion.

Internet-generated mortgages
are expected to account for be-
tween 5 percent and 20 percent of
the market within five years,
Green said.

With the Internet advantage
Quicken loans has, Emerson said,
his hope is to be No. 1 within five
years.

Emerson and Mclnnis expect
new partnerships with Internet
service providers yahoo Inc. and
AOL Tlme Warner tnc. to supply
healthy sources ofnew customers,
Mclnnis said.

And they expect their competi-
tion to do the same.

J.D. Power and Assoclates report-
ed in December that only B? per-
cent of mortgage customers said
they would use their lender again.
Quicken Loans hopes to lure in the
63 percent who wouldn't return to
their current lenders, Emerson
said, then win them over.

Katie Merx: (313) 4460AA7, kmerx
@prain.com

Quicken: New leaders make ambitious plans
lFrom Page 3

leave right away," Kothari said.
"They've done all that hard work:
there's a lot of sweat, blood and
tears that goes into a business.
You get tired and want to relax,
and if it's no longer your company,
the motivation and strategy be-
come different."

It's about making ideas work,
not making money, Gilbert said.
Moneyfollows hard work and good
ideas, he said.

And he's not completely cut out
of Quicken. He'll still be involved
in long-term strategic planning
and still will draw compensation.

But his departure doesn't leave
Quicken Loans lacking for that
kind of workaholic leadership,
Gilbert said.

"People there love their jobs.
They love what they do," he said.
"When you have an environment
like that, people will run through
walls for you."

And because Emerson and
Mclnnis played college football, it
may make them especially suited
to lead the charge.

Emerson, 3g, was a member of
the l9B2 Penn State Unlyerslty na-
tional championship football
team; and Mclnnis, 86, played for
Eastern Mlchlgan Unlverclty.
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business ol sports. (313) 44m4O2 or
dbarkholz@cEin.com-

Andraw Dlctd.rlch: Covers technology, Oakland
County and labor. (313) 44m315 or
adietderich@cEin.com

frny [osd]oEkt: Covers the tood industry,
mtemational business, uansportation, st-ebl and
Downriver. (313) 44G1626 or tkosdrcsky
@rain.6m.

l(rtlo MorI_: Covers finance and nonprofits.
(313) 44m337 or kmen@crain.com.
Jonmtlo Smlth: Covers real estate, media,
hos_pitality, advenising and marketing. (313)
4460414 or lhsmith@crain.com.
Bntrt Snsyoly: Covers retail. seryices, Macomb
county and the environment. (313) 44@4OS or
bsnavely@crain.com.

Mlchaal Stbng: Covers automotive suppliers
ano nonautomotave manufacturinA. (313) 446
6796 or mstrong@crain.com

ITIISII{C BUREAU
Amy lrnc: Cove6 busaness issues at the
Capiro!, telecommunicatjons and utitities. (517)
371.5355, FAX (517 | 37 1.2492.
alane@crainJom. or 115 W. Allegan, Suite 22O,
Lansing 48933.

ADVERTISING

ADVERnSIflO D|nECIOR Susan CasBde
sll.qs-lt{_QulntEs: (313} 44ffios2: FAx (313)
3930997

CATEOORY DEYEU)PME {T MATIAGER
Judy Campbell
ADVERnSING SAt.ES Jetf Ande6on. Matthew J.
!anga_n, Tamara Rokowski, Sandra Statmack,
Dale Smolinski, JoyTucker, Angela W@ds
NEI/V MEDIA SAIES itAflAOER Chris Emde
TYESIERI| ACCOUIfTS Jeff TriDD and Moira
McEneaney (San Francisco) (415) 53aO2O7,
Ellen Maen (Los Angetes) (323) 37G2477
CLASS_lFl€D MAI{AGER Metissa McKay. (313)
4461692

ilAR|(milc MAiIAGER Mary Ann Short
MARImNG ASS|SI t{T }(Iisten Edwams
IIIARXEnNO ARnST Sytvia Kotaski
SATES SUPPORr Andrea Bekham. yahNica
Crawford

CIRCUI-ATION Michele Roth, Manage].
PRODUCIION MA'{AOER Wendy Koby'au
PnO-DUCnOl{ SUpEnVtSOR Larry Witriams,
(313) 446{301
suBslcFtPltoils (313) 446-@t50.
(888) 9099111
',O FIIID A DATE A S'ORY WAS PUBUSHEO:
(313) 44m367 or emait the Crain Information
Center at detinfo@crain.com-

cR tNS DErnor austt{Elis ts puausHED
BY CRAtt{ COMMUT{lcAflors tNc.
CHAIRMAII Keith E. Crain
PRESIDEI{T Rance Crain
SECREIARY Meritee Cmin
TREASURER Mary Kay CEin
ErscuUys Vlco praaklcnt/Oo€rauffi
William A. Monow
Gmp Vlcc Pnddont/TGchnoto€y.
Msnutlcturlng, Chculs{on
Robert C. Adams
Coooraic Dlrcctor/producf on & Milutactudng
Dave Kamis

Corponto Dlr.ctolclrculsuon
Mil MtrConnachie
G.D. Cratn Jr. Foundar (18a$1973r

ME. G.O. Cr.ln Jn Chatrman (1911-1996)

EDIORIAL & SUSTilESS OFFTCES:
L1.5^5 Gra-riot Ave., Detroit Mt 49207.2997;
(313) 4466000
Cable addrcss: TUr'X 24&221.5122 AIINEW DEf
Subccrlptlons $59 one year, $98 two yeaE. Out
of state,.979-one yeai, $139 for two years.
outside U.S.A., add..$48 per year to o'utolstate
rate for surface mail.
Ropdnb: For inquiries call the reDrinE
department at: (80o) 494-9o51,-Ext. 153, or at
crarnsdetroit@rmsreDrints.com
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