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Maxing Out

How can you optimize the sale
of your family-owned business?

by Wichael Cassata

The sale of a family-owned business is likely to represent

the most important — and largest — financial event faced
by a family. For most owners of family businesses, this
important event will occur only once in their career. The
sale of a business is a serious and unforgiving process in
which every step must be properly executed — the first

time — if the financial rewards are to be realized.

Your advisor

is likely to
identify ways
to improve
your operations
and eliminate
potential issues
that can detract
from the value
of your
business.

Business owners spend the majority of their time
focusing on the immediate demands of their com-
panies. They spend years investing time, money
and other precious resources to achieve success. As
time goes on, they realize they are approaching an
inflexion point and it is time to consider the sale of
a business. So often, the family starts by interview-
ing transaction specialists who immediately begin
focusing on analyzing historical financial results,
which all seems like a very logi-
cal approach.

Look Beyond Earnings
A company’s earnings are the
traditional measurement used to

) determine the value of a family-

ICHEL cassata  owned business. When a fam-

ily engages a transaction broker,
this simple cash flow analysis determines a range of
values for the business. All of those years of thought-
ful decisions and hard work are therefore reduced to
just a multiple of cash flow.

This all leads the selling family down a very nar-
row path that hopefully concludes with a sale of a
business. The question is, did the family actually re-
ceive the maximum value and return on investment
they earned for all their years of hard work?

Family members are often too close to the busi-

ness to see the actual “drivers of value” that enhance
the business and make it more valuable than just
some simple multiple of historical earnings. The
traditional approach to selling a family-owned busi-
ness neglects the drivers of value that are the very
characteristics of a company that an acquirer seeks
when analyzing acquisition prospects.

If the family puts no value on these intangible
drivers of value, why should the buyer? The buyer
can potentially realize this additional value without
paying the family the full value of the business the
family has invested years in building.

Why are business owners in a rush to sell at a
lower value? Families invest years of effort to grow
loyal relationships with customers, nurture man-
agement talent, build employee loyalty, implement
systems and controls, develop brand awareness and
create unique intellectual property.

Why simply give these intangible drivers of value
away based solely on the historical earnings of the
business? There has to be a better way for owners of
family businesses to successfully complete the sale
of their business and achieve maximum value in the
process. A much better approach relies on a proven,
three-step process consisting of a series of steps that
help ensure that families receive maximum value:

Identify The Strategic Drivers Of Value

Select a financial advisor experienced with the
intricacies of selling a family-owned business. Your
advisor should begin with understanding the needs
and desires of the family owners, and analyzing your
business to identify its drivers of strategic value.
These characteristics allow your revenues and earn-
ings to be durable and scalable.

Continued on page 18

MICHAEL CASSATA IS MANAGING DIRECTOR OF ADVENTUM GROUP IN BOSTON.
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A Collection Of Events Of Interest
To Family-Owned Businesses

FEBRUARY

Family Business Success Stories

Sponsor: Merrimack Valley Venture Forum (MVVF) and
Family Business Association (FBA)

Date: Jan. 20 Time: 5:00 p.m. - 8:00 p.m.

Location: Holiday Inn, Tewksbury

More information: www.mwvf.org

Women'’s Partnership Business Expo
Sponsor: Affiliated Chambers of Commerce
Date: Jan. 20 Time: 11:30 am. - 1:30 p.m.
Location: Sheraton Hotel, Springfield

More information: www.myonlinechamber.com

WinterFest

Sponsor: South Shore Chamber of Commerce
Date: Jan. 21 Time: 5:30 p.m. - 8:00 p.m.
Location: Granite Links Golf Club, Quincy

More information: www.southshorechamber.com

2010 Pinnacle Awards

Boston Chamber of Commerce

Date: Jan. 22 Time: 11:45 am. - 1:30 p.m.
Location: Westin Copley Place Boston

More information: www.bostonchamber.com

New England Grows

Sponsor: Mass. Association of Lawn Care Professionals
Date: Feb. 3-5 Time: 8:00 am.-5:00 p.m.

Location: Boston Convention and Expo Center

More information: www.malcp.org

Data Security

Sponsor: Fall River Chamber of Commerce
Date: Feb. 5 Time: 8:00 am. - 9:30 a.m.
Location: White’s of Westport, Westport, Mass.
More information: www.fallriverchamber.com

MARCH

Exit Strategies

Sponsor: Adventum Group; Wolf and Company; BNY Mel-

lon; Tarlow, Breed, Hart and Rodgers; and FBA
Date: Mar. 4 Time: 8:.00 am. -10:00 a.m.
Location: UMass Club Boston

More information: www.wolfandco.com

What has your CPA done for you lately?

“Gray, Gray & Gray has been an essential part of the
growth and continued success of our business. In
addition to their always excellent guidance on taxand
financial issues, Gray, Gray & Gray played an integral
part in the successful transition of the business from
one generation to the next, and served as our most
trusted advisor during the sale of our company. They
are an invaluable resource to us.”

Jack Ford, CFO
Peterborough Oil Co., Inc.

Let's do something SUPER together.
Call Joe Ciccarello today to find out how we can help
your family’s business reach new heights.

GRAY GRAY

CERTIFIED PUBLIC ACCOUNTANTS
VISION e DIRECTION e SUCCESS
Westwood e Framingham
781.407.0300 www.gggcpas.com
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Off The Beaten Path

LEffectvely using strategic offsites can quickly give you the market edge

any family businesses are turning to stra-
tegic offsite meetings to help them quick-
ly adjust, adapt and take advantage in this

challenging economy. During a recession, businesses
have to look and act differently in order to survive.
While many companies are lying low and falling
back, strategic offsites have become an important tool
businesses and families can use to refocus to develop
a competitive “Strategic Strike Advantage” (SSA).

By quickly reviewing all elements, including re-
sources, non-essentials, market opportunities, new
objectives and committing to outlined SSAs, strate-
gic offsites can reorganize, reenergize and refocus a
company while producing a strong and revitalized
organization.

Organizations may find that cash flow is tight, but
they still need to act. Companies must replace com-
promised capital and even key people who might not
be right for this economy, or who have left. Always
assume your competitors are not sitting this one out
and are probably already developing their own plans
to capitalize on the current market and coming eco-
nomic expansion. You can’t just sit back and wait or
your business could experience continued erosion.

Leadership is key during these turbulent times.
Employees, vendors and customers need clarity, di-
rection and confidence. They need to see you taking
charge, building goodwill and developing a clear and
confident story highlighting where the company is
headed and what their role will be.

The Right Stuff

Strategic offsites are the most efficient tool to ac-
complish this quickly, allowing the key stakeholders
and family members to seamlessly get on the same
page. Unfortunately, many employees might feel un-
motivated, skeptical, and drained because of the eco-
nomic uncertainty and personal financial pressure.
Offsites that focus on SSAs allow you to bring up
and address these concerns, overcome current day-
to-day crisis management and put into place a clear
blueprint that inspires and reinforces the company’s
strategy.

For many, the old retreat model has been discard-

ed as impractical because it was tedious, inefficient,
non-inclusive and lacking in follow up. Today’s stra-
tegic offsites are an engaging, efficient, multi-level,
inclusive work sessions (one day or a series of one-
day sessions by organizational level staff) that include
ongoing monitoring of progress. The most obvious
way today’s strategic offsites are different from tradi-
tional retreats is that they clearly link strategic plan-
ning with execution in order to ensure success. This
is an essential step for savvy CEOs to address:

® According to the 2008 Conference Board CEO
Challenge Survey, “The top two challenges for CEOs
worldwide are excellence in execution and consistent
execution of strategy by top management.”

¢ According to Fortune magazine, “82 percent
of Fortune 500 CEOs feel their organization did
an effective job of strategic planning, while only 14
percent of the same CEOs indicated that their or-
ganization did an effective job of implementing the
strategy.”

* Moreover, the BSC Collaborative Survey states,
“90 percent of organizations fail to execute their
strategies successfully.”

By utilizing results-based strategic offsite meet-
ings and organization-wide mobilization to quickly
adjust and adapt, many family businesses are achiev-
ing game-changing results. Offsites can provide
simultaneous alignment and linkage on purpose,
values, issues, goals, strategies and tactics. They can
also offer CEOs acceleration out of the recession by
quickly reviewing all strategic elements. Moreover,
they can bring up and alleviate unexpressed fears that
might be looming, undermining strategy, and/or cre-
ating current day-to-day crisis management. Once
raised within the safety of a well-orchestrated retreat,
participants working from shared common ground
tackle issues, opportunities are identified and a clear
blueprint is generated that inspires and reinforces the
company’s strategy.

Family Concerns
The results of offsites are often felt through-
out an organization and can be particularly ben-
Continued on Page 19

JEFFREY DAVIS IS PRESIDENT OF, AND BETSEY DALBECK A SENIOR CONSULTANT AT, MAGE LLC., IN NEWTON.
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LIVE UNITED:
JOIN HANDS.

OPEN YOUR HEART.
LEND YOUR MUSCLE.

FIND YOURVOICE. | LIVE UNITED.
GIVE 10%. GIVE 100%. \/ |

GIVE 110%.

GIVE AN HOUR.

GIVE A SATURDAY.
THINK OF WE BEFORE ME.

GIVE. ADVOCATE. VULUNTEER

LIVE UNITED

W nt to make a difference? Help create opportunities for everyon unity. United Way
tglltghghyl byf gthbldgblkfbttlf
Cgmc and health. That’'swhat it m tL e United. For isit LIVEUNITED.ORG.
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by Jan B. Muwyphy

How smart decisions and
good timing have spelled
success for Landy Insurance

erbert H. Landy Insurance Agency cele-
brated its 60th anniversary in 2009. Her-

bert Landy started the business in 1949,
and cold-canvassed across the city and state to
build its foundation.

Landy grew the Needham-based business
through financial stability and integrity. He is
proud to have never borrowed money, either
to achieve the business’ goals or to keep it
afloat. He embraced the power of technology
early, which has allowed the company to focus
its manpower on customer service.

The model has worked so well that Herbert
H. Landy Insurance now does business in all
50 U.S. states.

It’s also worked so well there are offers to

buy the business almost weekly.

But Herbert H. Landy Insurance is not for
sale. The agency has happily been a second-
generation family business since 2001 when
Landy named his daughter, Betsy Magnuson,

president.
Continued on page 12

Photo by lan Murphy
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Insuring Its Future

Continued from Page 10

“Every week we get calls from all
over the country if we want to sell be-
cause what we’ve built up, what my dad
has built,” Magnuson said. “Because we
do it right, we do it well, we know our
business, and we’re financially stable. I
think it’s kind of nice that the business
can be carried on, and we don’t have
to worry about perpetuation plans. It
means a lot to me.”

With 86-year-old Landy still serving
as the chairman of the board, together
they steer the company toward success
with the same pragmatic approach
that has kept them in business for six
decades. And with Betsy’s 23-year-old
daughter, Michaele, working for the
company, they are perhaps also work-
ing towards a third generation of own-
ership.

Humble Beginnings

Landy attended Boston Univer-
sity’s graduate school of business for
a degree in accounting. His secondary
studies were in insurance, and when
he excelled in those classes, an officer
of the commercial student union sug-
gested he get his insurance license.

“I went out and cold-canvassed for a
number of years, and built up a pretty
good general business,” Landy said. “I
had a philosophy: never borrow any
money. So whatever commissions we
had went back into the business. We
were able to operate that way. Today
it’s the same thing.”

After years of growing his general
business, Landy seized an opportunity
to make a move into professional li-
ability insurance in 1962. At the time,
no U.S. insurer was offering liability
insurance to accountants — the only
policy available was from Lloyd’s of
London.

“That wasn’t a very good source,
so I went to American Casualty Co.
in Reading, Pennsylvania, because the
senior vice president of finance [there]
wanted to have a program,” Landy
said. “So we set up the first policy for
professional liability for accountants.”

He went from there to Philadelphia,
where the National Society of Public
Accountants was holding its annual
convention, to sell the policy.

“I canvassed the National Society
of Accountants, and the board voted
unanimously for the program,” he
said.

With that momentous step into the
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arena, Herbert H. Landy Insurance be-
came a national player in professional
liability insurance. His professional li-
ability business grew so quickly, soon it
outstripped the general business. Lan-
dry spun off the general business to a
business partner and focused solely on

professional liability.

Make Way For Molly

By 1970, Herbert H. Landy Insur-
ance Agency had adopted the motto
“Insurance for Professionals.” Landy
had consolidated his efforts, and con-
tinued to look for ways to grow his
business.

That opportunity came when a
businessman from Wang Laboratories
approached him about a computer,
and an agency management software
program specifically for insurance
companies in 1976.

The agency lovingly named the new
computer “Molly.”

“It was new, it was modern, it was
fast, and it was easier than people with
a pen and pencil figuring things out,”
Landy said.

"This was the next step in the compa-
ny’s evolution; by using the computer
to crunch numbers and data retrieval,
Landy’s staff could focus on customer
service.

That decision led to more success,
and that philosophy still helps define
the company today.

“Because so much of what we do is
automated and technology based, our
staff can really focus on personal ser-
vice,” said John Torvi, the company’s
director of marketing and sales. “We
don’t have to spend a lot of time push-
ing papers and stuffing envelopes. We
can make sure we'’re paying attention
to people who call and e-mail us, all of
our clients who require that personal
service.”

From The Bottom Up

In 1985, Magnuson’s brother and the
company’s treasurer, Stephen Raskin,
convinced her to join the company.

“I never wanted to join the compa-
ny,” she laughed. “It was just the tim-
ing was right. I was an employment
counselor and my boss sold the busi-
ness, and I didn’t like the person she
sold the business to. I was pregnant,
and I said, ‘Well alright, I'll try it, and
see how it will work.”

She started on the bottom rung of
the ladder, processing policies.

“I said, ‘Let [her] work and learn the



business,” Landy said.

“It had its ups and downs along the
way, but mostly ups,” Magnuson said.
“I’'m sure there were times that he went
home with a headache.”

By 2001, Magnuson had worked in
every facet of the business. Her brother
had retired, and Landy put her in charge
of the day-to-day operations when he
retired as president of the company.

“She’s got a lot of drive, and she takes
the business very seriously,” he said.
“Put it this way: if she wasn’t qualified,
she wouldn’t be here.”

Magnuson said she found herself
working harder with her father in the
boss’s chair.

“You care more, you're maybe out
to prove that you're not just the boss’s
daughter; that you're worthy of being
here,” she said. “I would say you have
an emotional investment, more so than
if it weren’t a family business.”

Magnuson found
herself working
harder with her
father in the
boss’s chair.

Stability And Service

Magnuson and Landy believe that
the family atmosphere at the workplace
makes their employees happier, their
work easier and their business better.

“Everything is knit together, because
you’re all working on it together,” Lan-
dy said. “It helps everyone else, because
everyone here is a second family any-
way, as far as 'm concerned.”

And treating the employees like fam-
ily trickles down to the customer as
well.

Michele Caprio, CEO of both the
Greater Providence Association of Re-
altors and the Rhode Island Commer-
cial and Appraisal Board of Realtors,
said both her organizations use Landy
professional liability insurance, and her
members rave about the service.

“One of the things that our mem-
bership likes regarding our connection

with Landy, is that service is very per-
sonalized,” she said. “Their response is
better than calling up some 1-800 num-
ber. They’re very much in touch with
their customer base, and being a family
business they understand that each one
of our members is a small business.”

Caprio said Landy holds profession-
al development seminars for her mem-
bership; the most recent was concern-
ing the different facets of independent
contractor law.

“That was incredibly helpful, and a
free service to our members,” she said.
“Its wonderful to work with profes-
sionals who take an interest in what
your objectives are for your member-
ship. I think that’s been the crux of the
successful partnership with them.”

Third Generation Ahead?

Now Magnuson’s daughter Mi-
chaele, with whom she was pregnant
when she joined the company, works
in the accounting department. A recent
graduate of Northeastern University
with a degree in accounting, Michaele
Magnuson said it wasn’t always a sure
thing she’d follow her mother into the
family company.

“I definitely had those phases where
I said, ‘T’m not going to do it, just be-
cause,” she said. “But it turned out
just to be something I’'m really good at.
I've had plenty of other jobs. I always
come back here, just because I can. I
really like it. I like working with my
mom. I used to not, just because I was
a teenager, and everyone is like that as
a teenager.”

Magnuson said she very much enjoys
working with her daughter, just as Lan-
dy said he enjoyed working with her.
But Magnuson is very careful about not
pressuring her daughter into a position
she doesn’t want to be in.

“Wherever her life is going to take
her, if this is where she’s meant to be,
and if not, then that’s ok,” Magnuson
said. “I'm a mother. She seems happy,
she seems to like it, and she’s great with
what she does here.”

As for Michaele’s thoughts about tak-
ing over the company — she’s not ruling
anything out, but she knows she’ll have
a while to think about it.

“It is pretty far [away], and I have no
idea, but it’s definitely something I'm
interested in,” she said. “I know that it
is far in the distance, so that if I want
to try new things I know that there is
plenty of time for that. But I do want to
keep it in the family.” [ |

Congratulations
Landy Insurance

Agency on 60 years

of success!

Travelers Bond & Financial
Products is pleased to offer
our sincere congratulations

to the Landy Insurance Agency
for celebrating their 60 year
anniversary. Best wishes for
continued success.
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Running A Family Business With A Spouse Can
Unlock Creative Juices, Or Creative Tensions

t's sad but true: nearly 50 percent of all marriages
end in divorce. Equally grim news: according to the
U.S. Small Business Administration, only 51 percent
of small businesses last five years.
With that in mind, working with a spouse seems
like doubling down on crazy. But hundreds of people across

by Jan B. WMuwphy

“When you have love and affection in a business, and you
have all that care and concern, and you're able to convey that
love of the business to the employees, then usually you can

recruit them to have the same positive spirit,” Zimmer said.

Massachusetts do it every day. Does that make them a little

crazier than everyone else? Maybe. But more often than not,

it also seems to make many of them P —— — — —T—T———

happy and successful.

“When people love each other, and
love their business, they have this op-
portunity to be incredibly creative,” said
Peter Zimmer, a family business consul-
tant who works with companies in Con-
necticut and Massachusetts. “Because it
is an age-old relationship that people
have had, there has been tremendous
success in spousal family businesses.
The potential for creative enterprise is
just limitless.”

Zimmer said already having the high
level of understanding between two

people that already exists in a marriage will break down
barriers found in traditional business partnerships. The
warmth in the workplace will also attract, and keep, other

employees.

‘Ultimately the bond
of all companionship,
whether in marriage
or in friendship,
IS conversation.’

Oscar Wilde

“That can set the stage for a really great environment for
non-family members to work in.”

Working On Togetherness

But all of that is for naught if the
couple can'’t stay together. Marriages
take work. Adding running a business
to a marriage makes it harder work.
Husbands and wives who can’t keep up
communication, trust, respect and in-
timacy will find themselves among the
statistics above.

Jack Laforte, a Northampton-based
has

worked with family businesses for 25

consulting  psychologist who
years, said communication is the start-
ing point for any successful marriage,
and especially for any marriage in a
Communication

business endeavor.

leads to conflict resolution, which leads to problem-solving
ability, which leads to emotional compatibility, and so on.
The chain is longer, but the final link is intimacy, both physi-

Continued on page 16




Marriages Work

Continued from page 15

cal and emotional.

“Intimacy, as I understand it, is a deep
connection, where one is able to show their
vulnerability, and have a high level of trust
with the partner,” Laforte said. “But first
you have to be able to talk to each other.”

Everything Crumbles At Once

Laforte said that when intimacy is lost,
the foundation of a successful marriage, and
spousal business, starts to crumble. To avoid
the loss in intimacy both Laforte and Zim-
mer, who also has a background in psycho-
therapy, agreed that boundaries need to be
set between work life and home life, with
scheduled times to talk about both.

“[There is a] need for some separateness,
and also to separate themselves from the
business system,” said Laforte. “A boundary
between themselves, their home life and
their personal life, which is very challeng-
ing.”

Anne and Dave Cistoldi own and oper-
ate FLN-MAR Rubber & Plastics, Inc. in
Holyoke, a rubber and plastic fabricator
and distributor. Dave is the president, and
Anne works on a variety of projects, includ-
ing advertising, sales, and administrative
work. They’ve been married for 32 years,
and started working together in 1994.

Anne said by following their hobbies out-
side of work separately — Anne cares for her
horse, and Dave is an avid golfer — they’re
able to refresh themselves.

“Those two interests, because neither
one of us shares them with each other, give
us total focus when we’re working at those
passions,” she said. “It also allows us some
space from each other. When you live to-
gether and you work together, than can be
a lot of time together.”

Anne said when they started, they used to
talk about work at home, but they’ve tried
hard to get away from that.

“Sometime it’s challenging,” she said.
“You’ll want to get into the issue, but it can
control your evening.”

A Running Start

Joanne Goding, who with her husband
Jeffrey Moss runs Moss Nutrition, a vita-
min and supplement distributor in Hadley,
said they plan specific lengths of time to talk
about work while at home, or while they’re

16

Jeff Moss and his wife, Joanne Goding, run Moss Nutrition, a vitamin and

supplement distributor in Hadley.

John and Faye Omasta, the married owners and operators of Hickory Dell

Farm in Northampton.

jogging in the morning. Goding said it’s a
question of honoring each other, and asking
ifit’s okay to talk about work before launch-
ing into a discussion.

“We used to be terrible,” Goding said.
“What we really have to do is set a clear
understanding of when we are going to talk
about business, what and how long.”

Goding said it also helps to tie a specific
place in the home - in her case, the home
office — to talk about business, and only have
work discussions in that one place, even if
that means getting up from one room and
moving into the office when work comes
up.

“I don’t think we've talked about busi-

ness in the bedroom for a good long time,
and that’s a good thing,” she said.

Faye Omasta works with her husband
John on their family farm, Hickory Dell
Farm in Northampton. Because the farm is
home, and there is always work to be done
on a farm, the Omastas have to get away
all together in order to separate themselves
from work. And once on vacation, as they
were just recently in Myrtle Beach, South
Carolina, they enjoy some time apart as
well.

“It’s really fine for us to pursue our own
passions while we’re on vacation,” she said.
“If John wants to golf the seven days that
we’re away, that’s fine with me.”

Contributed Photo
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Success

Staying sane is an important part of be-
ing successful in a spousal business, but that’s
not the only step on the way to profitability.
In order to ensure the business runs smooth-
ly, there has to be a clear, fair division of la-
bor. Zimmer said the way tasks are divided
at home is different from the way they are
divided at work: at home, tasks are usually
divided by preference; at work, they need to
be divided by skill set.

It’s important “to clarify what you’re doing
there,” said Ira Bryck, director of the Family
Business Center at University of Massachu-
setts at Amherst. “You have a job description
of what your responsibilities are, what your
authority is, and what your job isn’t.”

Once that division happens at work, cou-
ples have to stick to it. Bryck said spouses
need to learn five very important words:
“That is not my job.”

That can become difficult when big busi-
ness decisions need to be made. Those big
decisions will affect a partnership in two dif-
ferent ways.

“You can’t just make the decision because
you're the authority; it needs to make sense,”
Bryck said. “It’s important to decide what
the criteria are of a good decision. [Face] the
same direction and [talk] through an idea,
instead of just talking at each other.”

For Dave Cistoldi, making things work at
work simply comes down to respect for his
wife, Anne.

“She’s a human being first,” he said. “Then
she’s obviously a wife, she’s a coworker, and
an employee. When you lose respect, you
lose vision and focus. When you respect
somebody, you can move forward.”

Goding said the shared decision is where
things can get really rocky at work.

“I think the things that are difficult are
when we really have to make a decision
about something on a topic where we both
have a say, and we come from different per-
spectives on it,” she said. “But we also have
this commitment to achieve the shared vi-
sion, not who’s right and who’s wrong.”

But as in most things worth working
hard for, the payoff is worth the day-to-day
struggles, Goding said.

“I like collaborating,” Goding said. “I just
really love our niche in this world, and what
we offer, and we as a team bring different
things to bear that make a difference in the
world.”

Keeping It Loose

For Anne Cistoldi, the flexibility of
working together and living together is re-
ally attractive.

“Because we’re working together, if we
need to do something, we really don’t have
to ask anyone permission,” she said. “We
just have to make our schedules work.”

For Dave Cistoldi, it’s also the ability to
make work easier that makes their shared
business rewarding.

“You can take advantage of the familiar-
ity,” he said. “You don’t have to sugar coat,

you don’t have to make perception become
reality. You don’t have to waste a lot of time
making sure that your presentation is the
greatest, and the tone is perfect, and every-
thing you say is precisely done. It’s a chance
to basically think out loud, which you can’t
do with an employee.”

And for Omasta, it’s simply doing what
she loves with the person she loves.

“We both really love what we’re doing
on the farm, so the joy is we get to do what
we love together,” she said |

New England Business
Cooks With Caturano

Stonewall Kitchen has been turning up
the heat on New England cuisine since
1991, growing to over 325 employees
and nine stores along the east coast.

As their long standing business partner,
Caturano has helped Stonewall Kitchen
by providing direction on critical business
issues...audit...tax compliance...

wealth management...IT consulting
...deal negotiating...financial modeling
and reporting.
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Caturano is New England’s largest
regional full-service CPA, consulting,
and wealth management firm.

o Connect with a partner: 617-241-1235.
leslie.vitale @ caturano.com

aturano

www.caturano.com

Assurance ® Business Risk & Controls ¢ Tax

Management & Technology Consulting « Wealth Management




Maxing Out

Continued from page 6

The drivers of value are fundamental
elements of your business model that in-
clude industry expertise, the geographic
markets your serve, your employee re-
cruitment and retention model, the depth
of your executive management team, the
satisfaction levels of your customers, your
selling methodology and the adherence of
your business to transparent accounting
standards.

As a result of this analysis, your advisor
is likely to identify ways to improve your
operations and eliminate potential issues
that can detract from the value of your
business. A slight change in cost structure
can dramatically improve the earning of
the business—possibly by as much as fifty
percent.

These drivers are also the fundamental
elements that allow you to grow your busi-
ness. A buyer wants to invest in a business
that they can grow. They are willing to
acquire a business, at a higher value, that
has a solid business model that integrates
its unique characteristics to maintain du-
rable revenues and earnings. Your advisor
can work closely with family members to

ensure that the drivers of value are sustain-
able and transferable post transaction.

Develop An Exit Plan

An exit plan is simply an articulation to
the acquirer that you have prepared your
business for a transaction. The plan pres-
ents the management team that s in place,
which allows the owners to exit the busi-
ness without disruption. You need to make
sure that your business has a well-defined
sales methodology that does not require
the family’s direct involvement. The exit
plan needs to include a transition plan for
the new ownership team to take control.

You also need to articulate the role and
length of service for family members cur-
rently playing critical roles in business
operations, so you can ensure a smooth
transition to new management while pro-
viding the exit path family members de-
sire. Most importantly, you have to make
sure that your historical financial records
comply with standard accounting method-
ologies. All of this provides the potential
acquirer with confidence they can succeed
and thrive as the new owners.

We always read expert advice that it
is wise to negotiate from a position of
strength. After all the years of hard work,

with some planning, you can achieve this
end by following this proven strategy to
sell you business.

Take A Disciplined
Approach To Dealmaking

Begin this phase by developing a custom
marketing strategy to achieve your goals.
The design of this comprehensive business
strategy is to raise the visibility of the com-
pany and target the most suitable acquirers
while maintaining strict confidentiality.

A confidentiality memorandum is writ-
ten to properly document and articulate
the company’s value from the perspective
of a buyer. Follow a disciplined approach
to identify and contact potential acquirers
— both domestic and international — who
meet the criteria defined in advance by
your family members and your advisor.

The goal is to generate simultaneous let-
ters of intent from multiple qualified buy-
ers. This places the family in a position of
strength to negotiate favorable terms. It
shifts risk away from the family — towards
the potential buyers — and will help your
family achieve a higher valuation with more
cash at the closing. This three-step strategy
is the best way to deliver maximum rewards
to family members when it is time to sell. B

WE INVEST YOUR MONEY RIGHT
ALONGSIDE OURS. NEEDLESS TO

SAY, YOU BENEFIT FROM SOME
VERY CAREFUL THINKING.

As a Bessemer Trust client, your wealth is invested together with that of our owners and employees. This leads to an alignment of interest

and a singular focus that eliminate many of Wall Street's distractions. For example, as the credit crunch loomed, we took steps to ensure that

our “cash equivalents” remained equivalent to cash. We also avoided investing in the leading financial institutions at the center of the storm.

At Bessemer, the key to long-term success is simple: If it's not good enough for our portfolio, it's not good enough for yours.

Contact Stephen Kistner, Managing Director, and Pamela Murray, Principal, at 617-279-4080, or visit www.bessemer.com. Minimum relationship $10 million.

BESSEMER TRUST

ENHANCING PRIVATE WEALTH FOR GENERATIONS™"




Off The Beaten Path

Continued from page 8

eficial in family businesses. For example,
Mansfield-based Hub Folding Box Co. is
a third-generation family business focused
on providing state-of-the-art and innova-
tive structures and designs in packaging
and packaging solutions. According to Vice
President Jack DiRico, Hub Folding uses
strategic offsites to be more efficient and
competitive. “In this economy, we realized
that we must be efficient and move fast to
gain the advantage on our competition.
Utilizing strategic offsites was the best way
to quickly and effectively focus our strategy,
identify opportunities and new roles, and
enhance team building within our family
and with our employees.”

Today’s SSA strategic offsites fix some of
the obvious flaws in traditional retreats, in-
cluding the following:

They are inclusive. The old model was
too narrowly focused on top leaders. All
employees are capable of strategic planning.
To work fast, it’s best to have all “voices”
represented and immersed in deep reflec-
tion and dialogue about future possibilities.
CEOs should invite not only a cross-section
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of top talent from across the organization
but also representatives from other critical
stakeholder groups like family members,
business advisors (board members, lawyer,
accountant), and strategic partners.

Location no longer matters. Whether
it’s a war room inside your company or a
rented space nearby, results, not flashy pre-
sentations and lavish amenities, are today’s
focus.

Multi-day retreats are out and effective
pre-meeting preparation is in. In today’s
24/7 world, everyone’s time effectiveness is
critical, so pre-event analysis, task forces on
issues, and participant homework including
individual SWOTS are essential and allow
teams to retreat away from the office for
just a day.

All activities must bring results. Interactive
exercises are only effective if they are strate-
gy-focused; build trust, alignment and com-
mitment; and flow to the creation of a game
plan that offers “line of sight” vision and con-
crete, practical implementation steps.

Ongoing follow up is imperative to guar-
antee results. The old “feel good” afterglow
of retreats never brought success. Leaders
tracking progress and walking their talk
did. Thus, CEOs need to model a sense of

urgency and hold individuals and teams ac-
countable consistently if desired headway is
to be made. This means the creation of a
continuous and consistent meeting rhythm
and strategic dashboard that forwards vi-
sion, reviews strategy, and measures/moni-
tors progress on a weekly, monthly and
quarterly basis.

Proactive CEOs realize strategy is a top
priority right now. The time is now to take
control of market opportunities, stand up
and swiftly navigate your family business
through the turbulence toward organiza-
tional success. To win in a post-recession
world, you need to look beyond the day-
to-day to provide your employees, vendors
and customers with clarity, direction and
confidence. You need to take charge, build
goodwill and communicate a clear and
confident story of where your company is
headed and what each stakeholder’s role is
in those plans.

Like so many other savvy CEOs, you may
find strategic offsites are the most efficient
tool to get your key stakeholders and fam-
ily on the same page quickly and seamlessly,
generate game-changing ideas that lead to
long-term growth and rebuild faith in your
leadership and business success. [ |

Northwestern Mutual announces a

total dividend payout of $4.6 billion.

What makes this possible?

As a mutual company with more than 150 years of experience, we're completely committed to delivering financial security to our clients and
policyowners. It’s with their interests in mind that we work hard to minimize operating expenses and maximize investment returns.

David C. McAvoy, CLU®
Managing Partner

The Boston Group

One Beacon Street, 25th Floor
Boston, MA 02108

(617) 742-6200

nmfn-thebostongroup.com
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Fathering
A Family

Business
Assoclation

How The FBA Came To Be

by Jan B. Muwphy

oals. A shared vision. A mission.
Passion.

Spend ten minutes in a room
with the six leaders of the Fam-
ily Business Association, and

these are the words and ideas you’ll hear
about.

Spend another ten minutes, and you
won’t just hear about goals, visions, mis-
sions and passions; you’ll see them and
feel them permeate the room.

President Edward Tarlow, Executive
Directors Jeffrey Davis, Al DeNapoli and
Brian Nagle, and Vice Presidents Michael
Lynch and Catherine Watson are dedi-
cated to creating the most inclusive and
independent non-profit organization in
Massachusetts to assist, educate and hon-
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or family businesses. The program, which
has quickly attracted several sponsors and
wide-spread media partnerships, is driven
by their passion — and they’re doing it
their way.

“It’s a platform that’s designed to ser-
vice family businesses, to provide them
with the education and the tools to resolve
the challenges and the problems they en-
counter every day,” said Nagle. “They’re
different than publicly traded companies,
and they face different challenges.”

Family businesses are the backbone of
the American economy; they’re the first
to hire, the last to lay off or cut 401(k)
matching. They feel responsibilities to
their employees, not to stockholders or
Wall Street. They work in their commu-

Photo by lan Murphy

nities, support schools, and participate in

local chambers of commerce.

“It’s the whole idea of the extended
family going beyond the bloodline, going
right through their employees, and fur-
ther into the community,” DeNapoli said.
“It’s the value of the family being extended
into the larger community.”

Seeing Opportunity

The Family Business Association started
when Tarlow, Davis, DeNapoli and Nagle
came to the conclusion that family busi-
nesses in the Commonwealth — of all sizes
and in all industries — were unrecognized
for the roles they play in the local econ-
omy and underserved in the help needed
to face their everyday ordeals. Tarlow and
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The Family Business Association’s found-

ing board. From left: Edward Tarlow,

Catherine Watson, Michael Lynch, Brian
— - Nagle, Al DeNapoli and Jeffrey Davis.

DeNapoli are lawyers with Tarlow, Breed,
Hart & Rodgers, Davis owns Mage LLC,
management consultants and business ad-
visors, and Nagle is vice president at Bank
of New York Mellon, a wealth manage-
ment consultant.

“We believe deeply in what we want to
accomplish here,” said Davis. “Our servic-
es complemented each other; this was our
best way of accomplishing those goals.”

In 2006, they began meeting every week
to put together a framework to remedy
those problems, and “drafted” Lynch and
Watson to help them. Lynch and Watson
joke that they were pressed into service —
Lynch works for Davis, as Watson does
but both admit they really
couldn’t help but to sign on to a worth-

for Tarlow

while project that was quickly gaining
critical mass.

“It’s been very rewarding,” Lynch said.
“Three weeks into the initial meetings,
[Davis] called me in and said he needed
my advice. That was one of the [weekly]
meetings, and I haven’t missed one since.”

The six created their “signature event,”
co-sponsored by Northeastern University,
and held annual awards dinners in 2007
and 2008 - but the founders knew that to
serve all family businesses in the state, it

had to be bigger and include sponsors and

partners throughout the state.

“We were the energy that created the
signature event,” said Tarlow. “We thought
there were limitations with our partner-
ships at that time, and we felt that there

was a better chance of success by opening
itup.”

Broader Horizons

“We wanted to open up the program to
the entire state and incorporate other spon-
sors and educational organizations,” said
Nagle. “It’s an open platform for families
to learn, and accomplish what needs to be
done, so if it’s Suffolk University, or Clark
University, or Babson or Bentley, we wel-
come all of them to participate in what
we're trying to accomplish.”

So after a unanimous vote — the universi-
ty abstained — the founders decided to strike
out on their own and create the Family
Business Association in December of 2008.

Continued onPage 22




FBA

Continued from Page 21

Now, the signature event is held on behalf
of statewide sponsors, and the family busi-
nesses that are nominated, go through the
application process, and are honored. The
2009 event was held on October 15, and
awards were given for small, medium and
large family businesses, for distinguished
community service, and for overcoming
adversity.

“It’s a warm family event with a great
deal of celebration,” said Tarlow. “It doesn’t
feel like a competitive awards dinner. We’re
coming together as a family in one big
group.”

While winning an award is always nice,
the FBA sees the application process as
the most worthwhile part of its signature
event.

“The key is here is to see how you mea-
sure against high standards,” said Davis.
“People can learn how other companies
have rebuilt and renewed their strategy,
transferred their organization from one
generation to another, and dealt with the
wealth inside the family.”

“It also causes some of these businesses
to do an internal self evaluation as they go
through the application to recognize, ‘we’re
doing these things really well, but we’re not
doing other things as well as we could be,
maybe we need to redirect some of our ef-
forts,” Nagle said.

Tarlow said the FBA has heard from sev-
eral different businesses that the applica-
tion process has brought families in busi-
ness closer. As they take an introspective
look at their business, they also learn new
things about their family.

“One of the remarkably unexpected and
most gratifying results of the application
process is that three generations will sit
down, and the first and second generations
will tell stories that the next generation
hadn’t heard,” Tarlow said. “It’s discovering
the stories and the history of their family
that binds them together in ways that they
had not bound themselves together in the
past. It creates a family theme which has a
branding element to it.”

Stretching across all industries and all
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business sizes and types isn’t easy. Trade as-
sociations can be very territorial and picky
with whom they do business.

An Explosion of Interest

But everybody has a mother. Each indus-
try can appreciate the unique challenges
family businesses face.

“It’s the largest category of all business,
that nobody had been able to wrap their
arms around before because it was so frag-
mented,” said Davis.

Tarlow pointed out when the Massachu-
setts Building Congress inducted three new
members to their Hall of Fame this year,
two were family businesses: J.C. Cannistra-
ro of Watertown, which is second genera-
tion, and Bond Brothers of Everett, which
is fifth generation.

“The people that got up and spoke didn’t
talk about the great buildings they built,
they talked about their fathers, and the con-
tribution their fathers made to them to pass
on the value system of the business,” Tarlow
said. “Although they were being rewarded
by the industry they’re in for their accom-
plishments in the industry, they should have
been awarded by us for their family accom-
plishments, and that gets overlooked by the
trade associations. So we are the intersec-
tion between the two disciplines.”

What has surprised even the founders
of the FBA is how quickly the marketplace
has taken to their efforts. Along with The
Warren Group, publisher of Massachu-
setts Family Business magazine, the Boston
Business Journal, Entercom Communica-
tions, and Comcast Television have quickly
become the non-profit’s media partners.

“Because we do connect so well to our
audience, the four cornerstones of media
[newspapers, magazines, radio and televi-
sion] all volunteered their platforms to sup-
port what we were doing to communicate
with family businesses,” Davis said. “We
now have the ability, for what we’re doing
naturally, to touch every family business in
the state on a weekly, monthly, quarterly
and annual basis and give them access to the
knowledge base to manage their businesses
more successfully.”

“I think the reason that the media atten-
tion has grown so quickly is that there is a

need in the marketplace, there was a vacu-
um as to who was going to [pull] all these
diverse groups together to help family busi-
nesses,” DeNapoli said.

The Next Steps

The FBA is just approaching its one year
anniversary; the non-profit s still in its ado-
lescence. But unlike most wayward youths,
this one has a plan to bring its platform to
the national stage.

“We think that honoring these people,
who go through the sacrifices, who are
the backbone of the commonwealth of
Massachusetts — but also the backbone of
the other 49 states — allows us to take this
award program, and the educational com-
ponent of it [to a bigger level],” said Tarlow.
“I think it’s our independence that makes us
so attractive... and the lack of identification
with any one organization.”

But going national is for the future; the
FBA first has to ensure its continued suc-
cess.

The FBA is moving on to stage two of its
four-stage plan. The first stage was devel-
oping an independent statewide non-profit
organization. The second stage will be to
offer programming throughout the year
leading up to the 2010 awards event.

Stage three is to start pulling in member-
ship, and to do programming in a member-
ship context, and stage four is to create a
family business center under the FBA% di-
rection.

“These are stages, and it’s important to
us, as an organization, to make sure that
each stage is done properly before mov-
ing on to the next one,” Nagle said. “We’re
building a template. We want the template
to work properly, so we’d rather take our
time.”

But it’s hard for the founders to not be
excited about their early success; they’ve
come together to love this non-profit just
as a family loves its business.

“We all feel so passionate about this, I
think it helps us understand what these fam-
ily businesses go through,” Watson said.

“It’s captured all our hearts, not just our
intellects,” said Davis. “We’ve tapped some-
thing that was bigger than maybe even we
realized.” |
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THE KELLIHER GROUP

Skittish about investing? If market volatility has shaken your confidence about
investing, then it’s time for a fresh approach. Our core business is managing
customized portfolios for our clients and advising corporate retirement plans.

Custom Portfolio

* Risk-managed investment process

*  Fixed income, municipal bonds, mutual funds, stocks, ETFs, and Mutual Fund Portfolio Strategies
* Discretionary, fee-based asset management through Morgan Stanley Custom Portfolio™

*  Accounts managed by experienced portfolio managers

Retirement Plans

*  Comprehensive fiduciary framework and support

*  Ongoing plan investment analysis, and employee education and communication

*  Named on the Nations “most successful” retirement and Plan Advisory practices by PLANSPONSOR
magazine, 2004—2008 (top 5 nationally in 2008*).

The Kelliher Group has grown to a practice of 14 professionals and well over $1 billion in assets. Our clients
include family businesses, unions and publicly traded companies, endowments, foundations and nonprofit
organizations. Explore how a disciplined investment strategy can help your portfolio recover. Please contact:

The Kelliher Group Stephen Kelliher Jack Corbett

600 Longwater Drive Senior Vice President Senior Vice President

Suite 202 Financial Advisor Wealth Advisor

Norwell, MA 02060 Senior Portfolio Manager Portfolio Manager

877-535-4437 stephen.kelliher@morganstanley.com jack.corbett@morganstanley.com
781-681-4933 781-681-4913

* Source: PLANSPONSOR magazine, December, 2008. Ranking was based on overall client satisfaction, along with evidence
of increased participation rates, enhanced rates of participant deferrals, improved asset allocation, and either reduced fees or
expanded service levels for the 2008 year.
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the taxpayer. Individuals are urged to consult their tax or legal advisor before establishing a retirement plan or to understand the E §
tax, ERISA and related consequences of any investments made under such plan. S E
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