Anatomy of
Aamco deal
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It took nearly &1 billion, but it worked for
Aameo Transmissions Inc. In the end, it be-
— came one of its bigeest scll-

ingF points.

Double A — Beep Beep

— M-C-0.

The Aameo jingle pene-
trated the psvehe of pener-
ations hanks 1o the bundle of money Aamco
franchisces spent during the past 40 vears on
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markeling and commercials. The money
— more than $S800 million spent by the
franchisees — was not for naught,

Aamco, based in Bala Cynwyd, has in
excess of 90 percent brand awareness,
which means, as with “Nobody doesn't
like Sara Lee” just about nobody doesn't
know Aamco.

The degree of product awareness of
Aamen was one of the main motivations
[or competitor Cottman Transmission
Systems Inc. of Horsham lo acquire

Aameo in atransaction
— that was sealed on

'Pﬁ_;pj'[: | March 7. The deal, of
which 1erms weren’
loved it. disclosed, created one

of the country’s larg
est complete car-care

A brand plete:
companies with more

lon ilhie | than 1,100 stores
like this throughout the United
States. Cottman will

comes take the Aamco name.

| How wwo local com-

along II panies came together

| to form a giant in the

ﬂﬂi}" transmission and auto
onceina repair industry after
competing with each

t | other for 43 vears is a

dﬂ{lﬂdf' tale of two successiul
Bram Hall husinessesthal sprang

Harris Williams from the same home-
& Co towm roots.

Henry Morgenstern
was born in 1917 in
the Bronx, N.Y.. o
Auslrian parents who
immigrated to the United States. While
Morgenstern bided his time working at
the family delicatessen, his rue passion
was dancing; he longed to become a pro-
fessional dancer and pursued those inter-
esls by altending the American Academy
of Dramatic Arts and later the City Col-
legre of Mew Yorlk.
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After serving in World War II, Morgen-
stern opened a dance studio in Detroit
under his new, anglicized name: Robert
Morgan Studio of Dance. During the
1950s, Morgan was approached by a man
who wanted to open a Robert Morgan
Studio of Dance in Florida. The idea of
franchising the business was born and he
ended up opening 40 dance studios across
the country, handily compeling with rival
Arthur Murray Dance Studios.

The success was short-lived. It was Elvis
Presley's appearance on the “Ed Sullivan
Show” television variety program in 1956
that led to the demise of the Robert Mor-
gran Studio of Dance,

“twas the beginning of a cultural shift,”
said Keith A, Morgan, now the former
chief executive of Aameo and one of Rob-
crl Morgan's three sons. “It was the turne
ing point lor ballroom dancing. Rock 'n®
rall was here to stay and ballroom dancing
wasn'L” g

While ballroom dancing may have
waned, the seeds for ranchising had been
planted. Hoberl Morgan became enam-
ored by its potential. By this time, he was
marricd and living in his wife's homelown,
Philadelphia. He was looking for a new
venlure when he 1ook note of the increase
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Todd Leff (left). CEO of the new Aamco with Keith A. Morgan, CEO of the old Aamco.
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Tedd Leff, CEQ of the combined Aamco and Cottman chains.

in the use of aulomobiles and their up-
keep. He started a brake cenler called
Safewav Brakes on Cottman Avenue.

“Unlortunately Safeway Brakes didn't
dlis Lhat well,” Keith Morgan said. “He fell
on hard Gnancial limes."

Al ane point in the carly 19605, a shenifl
arrived at the Morgan’s Northeast Phila-
delphia home to evict the family but be-
came sympathetic when Keith Morgan's
mather answered the door with two young
sons in low, They remained in the house;
Robert Morgan became a door-lo-door
salesman, selling hearing aids.

One day on Cottman Avenue he drove
by the old Safeway Brakes shop.

“It was packed with cars az a Cottomnan
Transmission,” Keith Morgan recalled his
father telling him. His father Ggored if that
location could thrive as a transmission re-
pair shop then he ouerht w look into the
transmission business,

It was all in the timing.

Robert Morgan’s research into trans-
missions led him to seize on a new tremod
in the antomolive industey, Cars were in-
creasingly being made with aulomatic
Lransmissions, o luxury item that car mak-
ers would guarantee under short warran-
Les lasting two o three vears. Local ga-
rages, used to working on standard
transnssions, didn't have the expertise
Lo fix the new automalics.,

It was an opportunily Kobert Morgan

UP CLOSE

COMPANY: Aamco Transmissions Inc.
INDUSTRY: Transmission repair 2nd auto care
HEADQUARTERS: Eala Cynwyd

YEAR FOUNDED: 1963

NO. STORES: 740

REVENUE: $460 million

CEO: Keith A, Morgan

COMPANY: Cottman Transmission
INDUSTRY: Transmissien repair and auto care
HEADQUARTERS: Horsham

YEAR FOUNDED: 1962

NO. STORES: 400

REVENUE: nfa

PRESIDENT: Todd Leff

NEW COMPANY: Aamco Transmissions Inc.

NO.STORES: 1,100

REVEMUE: 5600 million

HEADQUARTERS: Horsham

CEO AND PRESIDENT: Todd Leff

TOP FIVE MARKETS: Mew Yark, Philadelphis,
Los Angelas, Washington D.C., and Atlanta

Source: Companies

knew had the potential of making a Tot of
money, especially if the transmission
stores were [ranchised into a national
chain.

AAMCO: A famous name, an extremely well-recognized gimmick and a merger

He approached two acquaintances,
Tony Martino and Rich Silva, Martino and
Silva were already operating transmission
centers in Philadelphia. The three were
sel 1o became pariners in the venture
when they decided to go their separate
ways in 1962, Silva retained the first Cott-
man Transmission while Martino and
Morgan opened the first Aameo on Sepl.
11, 1963, in Newark, N.J., and launched it
s a national chain. Four years later, Mar="
tno sold his interest in the company o
Muorgan, and later foundod Maaco, the
auto paint and repair chaiin,

While the concept of a transmission re-
pair shop ok hold, it was Aamoeo’s come
mitment to advertising that helped create
a household name. Aameo was carly Lo
use celebrities in its television commer-
cials, lts first commercial, shot in Upper
[harly, had Zea Zea Gabor pulling up to an
Aamco shop w have her Rolls Koyee ser-
viced with the tagline: Tell them Zsa Zsa
senl you.

Mot long afterwards, the Double-&
Beep-Beep M-C-0 wok hold,

In 1992, Keith Morgan wook over as
CEO from his father, who died in Febru-
ary 2005, Under his leadership, the com-
pany continued Lo add franchises, ending
up with 740 atl the time of the sale, and ex-
panded i1z services thee years ago o
cover vehicle repairs beyond transmis-
sion worls, Cottman has 400 stores,

The decision to sell was an casy one,
Keith Marean said.

“You wanl tosell o company when vou're
in & good position,” he said, “The come-
pany 15 deing well”

The: business climate is also ripe,
Merger-and-acquisition activity during
the last 18 months has been “red hot,”
said Bram Hall, a director @l Harris Wil
liams & Co., an ME&A advisory frm that
was hired in September by the Morgan
family to sell the company, Keith Mor-
ran's brothers werent inlerested in run-
ning the business,

When it hit the market in October, inter-
est i Aameo was high, Hall saicl.

“People loved iy he said. *It's a lepend-
ary brand and a brand like this comes
along only once in a decade. People would
ask me: s that Double-A Beep-Beep M-C-
O Tt was a huge sclling point,”

American Capital, a publicly traded buy-
out fund that already owned Cottman, was
the hiphest bidder for Aanico, which has
5460 million in annual revenue, The com-
hined company is cxpected 1o have S60
million in revenue,

Aameo, which will be based in Horsham;
will conwvert Cottman stores 1o the Aamco
name duoring the next three vears, (The
Cottman brand has about 30 percent
brand awareness nationwide.) It plans to
grow by opening 50 to 70 new slores a
year; focusing more on building long-term
relationships with customers as a wayv to
become the dominant brand in the autn
repalr business, said Todd Le(l who will
serve as president and CEO of the new
Aamen,

“People struggle today,” Leff said.
“There's no longer Joe's down the corner
that vour dad went 1o and told vou go to.
Today, a lotof it is brand and loyalty.”
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