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Committee Participation

Nothing enhances the value of your
membership more than participa-
tion on a committee. Participation
takes time, for sure, but I believe if
you ask any committee members,
they will tell you they receive more than they
give in the process. That may sound like a trite
phrase, but most of us who have volunteered have
experienced it that way. The benefits of close
contact with your peers, and the ability to discuss
solutions to common problems can really enhance

Raymond V. Gilmartin is
Professor of Management
Practice at Harvard Business
School, where he is teach-
ing Building and Sustaining
Successful Enterprises, a
second-year elective in the
MBA program. He is also teaching in Execu-
tive Education programs, including Leading
Science-Based Enterprises. He is the former
Chairman, President and Chief Executive
Officer of Merck & Co., Inc., a global research-
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closely with each other to pair up our FEI
Partners with the appropriate professional devel-
opment session. In addition to meeting more FEI
members, committee members meet our FEI
Partners and develop close working relations with
them.

Website Migration
The website migration subcommittee met in No-
vember with members of management from head-

and for being a business leader with a social
conscience. He served Merck as President and
Chief Executive Officer from June 1994 and
added the additional title of Chairman of the
Board in November 1994 until leaving the
Company in May 2005. In July 2006, Mr. Gil-
martin joined the faculty at Harvard Business
School. Prior to joining Merck, Mr. Gilmartin
served as Chairman, President, and CEO of
Becton Dickinson, a global company that de-

executiveso Nfen%errsh/{)rh\}ol\%merﬁ hi

Jacquie D. Arthur
Naklna Systems, Inc.

Membership and Recruitment
John J. Dion

Partner Programs
Karen L. Edlund
International Housing Solutions, Ltd.

Programs
. Morton

Meetin
Peri

Baldwin & Clarke Corporate Finance, Inc.

quarters (the new moniker for FEI_ National).  velops, manufactures, and markets medical Professional Development
Headquarters expects to complete their new web  Jevices and diagnostic products. He joined that Welles C. Hatch
site in January 2010. At that time, Boston Chapter  company in 1976 as vice president, strategic Adrian Loring

members and staff will receive training. We ex-
pect to go live with the chapter page in February
2010 at www.financialexecutives.org.

New Location

A reminder for those who have yet to attend a
dinner or PD session, we have a new location for
all our meetings: the Newton Marriott. Be sure to
view the signs in the main lobby to locate your
professional development session and the
reception and dinner.

Career Services
Career Services will be hosting its next meeting
of the year on December 8. Kim Provencher will

(continued on page 2)

planning, and took on positions of increasing
responsibility over the next 18 years.
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Allocation Study

Houlihan Lokey has completed its eighth
annual purchase price allocation study by
reviewing public filings for 1,493 completed
transactions in 2008 and summarizing the
resul ts for cerntai
Studyo) . The 2008
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CONTINUED FROM THE FRONT

be teaching How to Work a Room This
presentation is always timely, and espe-
cially as we move into the holiday season,
a time of year with more than the average
number of social events. It is an excellent
program for all FEI members, both work-
ing and in transition. Networking begins at
5:30 pm. If you know someone in transi-
tion please invite them, as many of our
members first connected with FEI at
Career Services.

Professional Development

The PD Committee and Grant Thornton
will host our Annual Tax Update at a
breakfast session on December 2. On the
afternoon of December 16, the PD Com-
mittee along with Boston Chapter Partners
Oracle and Emst & Young will host a
Business Intelligence and Planning Tools
seminar . Donoét for
free certificates for these events.

December Dinner

The December 16 PD session promises to
be an excellent segue in to the dinner meet-
ing where Raymond V. Gilmartin will
speak. Mr. Gilmartin is currently a profes-
sor at Harvard Business School, teaching
Building and Sustaining Successful Busi-
nesses. He is a former CEO of Merck and
Becton Dickinson, and has a wealth of
experience in the strategic planning proc-
ess. I expect we all can learn a great deal
from Mr. Gilmartin that we can take back
to our workplaces. I hope all of you can
join us for dinner.

LinkedIn

The activity on our LinkedIn site continues
to grow. In November we had three firsts:
posting of an FEI Partner white paper, a
job spec, and the chapter newsletter. We
hope this activity continues. If you are not
signed up, contact Al Faber, and he will
see that you are. The site is for FEI Boston
chapter and FEI Partners only. The more
members who join and participate in
discussions, the more valuable the site will
be. If you see articles that interest you send
them in as I am sure they will interest your
fellow FEI members.

Free PD Session and Dinner
We are extending our offer of a free PD
session and dinner for up to five potential

new members. If you know anyone who you
think would be a candidate for FEI member-
ship, and who would like to hear Mr.
Gilmartin speak, please let John Dion, Chair
of New Membership, know. You can contact
John at johndion@verizon.net.

Happy Holidays
Lastly, I want to wish all of you a happy holi-

day season. I cannot recall a year more de-
sired to end than 2009. I wish all of you a
Happy 2010, and hope it will be a year of
real recovery for all of our businesses and
families.

If the recent economic forecasts are correct,
2010 should be a better year than 2009.
Given this optimism, I hope all of you can
share a warm meal with family or friends
during the upcoming holiday. I also want to
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Dee Calabrese, Jim Andersen, and all of you.
It is because of your participation and efforts
that Boston is one of the most admired chap-
ters of FEL

Thank you,
Jim Tracy

FEI Boston Chapter President
2009 72010
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Mr. Gilmartin serves on the boards of General
Mills, Inc. and the Microsoft Corporation. He
is the past Chairman of the Board of Directors
of The United Negro College Fund and has
served on the board of Dean's Advisors for the
Harvard Business School.

An active participant in health industry affairs
worldwide, Mr. Gilmartin is a past co-chair of
the Presidential Advisory Council on HIV/
AIDS. He is a member of the Faculty Advi-
sory Committee of the Harvard Program for
Health System Improvement, is a past chair of
the Healthcare Leadership Council, and was a
board member of the Alliance for Healthcare
Reform. In addition, he is the past chair of the
Pharmaceutical Research and Manufacturers
of America and a past president of the Interna-
tional Federation of the Pharmaceutical Manu-
facturers Associations. Mr. Gilmartin also has

issues that concern the pharmaceutical indus-
try. He was a member of the President's
Export Council and is a past chair of the
Council on Competitiveness. He was a mem-
ber of the Transatlantic Business Dialogue and
of the Trade and Poverty Forum, a project of
the German Marshall Fund.

Mr. Gilmartin received a BS in electrical engi-
neering from Union College in 1963 and an
MBA from Harvard Business School in 1968.

Life Balance in Retirement

On January 20 we are running a seminar especially for our retired and soon to be retired mem-
bers. We will be joined by Anne Hartman and Jim Shattuck from Working Differently.

Americads 76 million baby boomers have
ment and reinventing work. Working Differently provides retirement coaching, retirement
planning, and retirement workshops, helping baby boomers meet the challenge of
making a transition to retirement that includes a retirement career.

During our seminar, take the Working Differently journey and expect to find some interesting
and worthwhile choices along the way. Start thinking about a life/work balance that is right for
you, and the mix of personal and professional activities that make sense to you. How much
thought do you give toward creating and maintaining a meaningful personal and professional
identity? What are your options for continued income, and how can you best market your-
self? And most importantly, think about how you might learn what you can do today to begin
that journey of exploring personal choices and options for the next 10715 years.

Join us at 3:00 pm on January 20 at the Newton Marriott. Please sign up at www.feiboston.org.
The seminar is free for FEI members.
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statistics, other annual data, and a compari-
son to certain results in 2007 and 2006.

The global economy faced unprecedented
circumstances in 2008.In the U.S., declines
in Gross Domestic Product (GDP), consumer
and producer price indexes, personal con-
sumption, manufacturing and productivity
measures, and employment characterized one
of the worst recessions in recent memory.
The capital markets reflected these negative
changes by recording annual declines of 34%
for the Dow Jones Industrial Average and
39% for the S&P 500 Index. The M&A mar-
kets also substantially retrenched by the be-
ginning of the year.

The Financial Accounting Standards Board
(FASB) was highly scrutinized for its role in
mark-to-market accounting, as registrants,
auditors, investors, and regulators struggled
with interpreting, applying, and assessing the
financial-statement impact of the relatively
new Statement of Financial Accounting Stan-
dards 157 (SFAS 157) amid these challeng-
ing market conditions.

New fair value accounting standards continue
in 2009 with the implementation of SFAS
141(R) for acquisition accounting; however,
much less controversy is anticipated. With
the exception of the treatment of contingent
consideration, SFAS 141(R) is similar to
current GAAP, particularly with respect to
the identification and subsequent valuation of
acquired assets and assumed liabilities.

While the familiarity of SFAS 141(R) will
help mitigate mixed practices often observed
with the adoption of new accounting
pronouncements, the determination of fair
value in the context of acquisition accounting
will continue to require subjectivity and
judgment. As such, differences in purchase
price allocation results are likely to continue.
These variations, in turn, will affect acquir-
ersd earnings per
valuation metric for many capital markets
participants.

Download your complimentary copy of the
2008 Study at www.HL.com/publications/
PPA2008.
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New Rules on Consolidating
Variable Interest Entities

The phrase AVariabl
signals difficult work to come for account-
ants. Historically, FASB Interpretation No.
(FIN) 46R, Consolidation of Variable Inter-
est Entities (VIE), dictated complex criteria
through which to evaluate the existence of a
VIE, the primary beneficiary associated with
the VIE, and the appropriate entity to
consolidate the VIE.

Adding to the challenge, there was frequently
a disconnect between perceived FIN46R
compliance and the related accounting; the
guidance was technically followed but the
substance was open to interpretation. As a
result, the party that held the risks and
rewards for the VIE was frequently not the
party that the guidance dictated should con-
solidate it.

Statement of Financial Accounting Standards
(FAS) 166, Accounting for Transfers of
Financial Assets and FAS 167, Amendments
to FASB Interpretation No. 46(R) will
change the rules of the consolidation game in
hopes of avoiding
asset or consolidated entity debacles. Bright
line rules, checklists, mathematical calcula-
tions and outlandish exceptions have been
removed; instead, the principles behind the
new standards encourage professional judg-
ment and consideration of all related facts
and circumstances.

The Standards are effective as of the first
fiscal year after November 15, 2009, and
there are six key steps that should be under-
taken in preparation:

1. Identify involvement with and invest-
ments in other entities

2. Determine whether that involvement and
those investments constitute variable

3. Determine informational and data re-
quirements for VIEs to be consolidated

4. Evaluate necessary system updates and
process changes

5. Establish controls for ongoing monitor-
ing of primary beneficiary designation
and VIE reconsideration events

6. Consider relevant disclosure requirements

The new qualitative assessment focus of FAS
€67 wilhreqeire ¢hes financial rsthtdménty poe-
parer to assess whether the related enterprise
is the primary beneficiary of a VIE, based
upon it having both the power to direct the
activities of a VIE that most significantly im-
pact the entityods
the obligation to absorb losses of or receive
benefits from the entity that could potentially
be significant to the VIE.

The good news is that not all entities will need
to be consolidated. For example, consolidation
will not apply to a joint venture that shares
power to direct the most significant activities
of the VIE with unrelated parties, as no pri-
mary beneficiary exists.

Regarding go-forward application of the new
guidelines, whereas FIN 46R required an en-
terprise to reassess whether an entity is a VIE
and whether it is the primary beneficiary only
upon the occurrence of specific triggering
events, FAS 167 will require ongoing assess-
ments of which enterprise is the primary
beneficiary of the VIE, while reconsideration

maf wieethef am iersitg is n ¢/ IE will istill de ¢

based on the occurrence of specific events.

The overarching message 1is that early
planning will take the sting out of the new
guidelines, but the real work will continue
beyond implementation. FAS 166 and FAS
167 will act as safeguards, and as such finan-
cial statement preparers will need proper
controls and processes in place, for ongoing
monitoring of primary beneficiary designation
and for VIE reconsideration events under FAS
167.

For more information contact Travis Drouin,
CPA, CIA, Partner MFA 7 Moody, Famiglietti
& Andronico at tdrouin@mfa-cpa.com or
978.557.5335

significant

The Future of Estate Tax
It is still unclear what will happen with the
federal estate tax beyond 2009. There is much

speculation as change is definitely on the

(continued on page 4)
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horizon, but there is still uncertainty as to the
direction and timing of the coming changes to
the tax law.

Under the current federal estate tax law (1) if a
death occurs during 2009, there is a $3,500,000
exemption, and a top tax rate of 45%; (2) if
death occurs in 2010, there is no estate tax, and
(3) if death occurs in 2011 and beyond there is a
federal exemption of $1,000,000, and a top tax
rate of 55%. The federal exemption is important
because it establishes the threshold level below
which an estate is not subject to the estate tax.
A married couple may, by proper use of their
individual exemptions amounts, eliminate any
federal estate tax on two times the exemption
amount.

We expect that the 2009 federal estate tax ex-
emption and rates will be extended through 2010
by year-end and in 2010 legislation will be en-
acted for 2011 and beyond. The expectation is
that this legislation will include consideration of
(1) a permanent $3,500,000 federal exemption
(that may be indexed for inflation), and (2) a top
tax rate of between 39% and 45%.

Many states, like Massachusetts, impose their
own estate tax. In Massachusetts the exemption
amount is $1,000,000 and the top tax rate is
16%. This tax is not deductible for federal estate
tax purposes (although it used to be before
Arefor mo) . So, i f vy
total combined highest marginal rate is currently
61% (45% plus 16%), and will likely remain
above 54%. In the future, the Massachusetts
Estate Tax will drive the tax planning on estates
between $2,000,000 and $7,000,000. Some
states do not have a separate estate tax, and
domicile will again become a planning consid-
eration.

It is not all about the exemption and tax rates;
there are a number of other important changes in
the wind. Other possible changes include: (1)
portability of the federal exemption, and (2)
tightening of the rules on some lifetime giving
strategies that are designed to reduce the size of
an estate.

Tightening of the rules on some lifetime giving
strategies means that these strategies should be
considered, and if appropriate implemented,
before the changes become law.

Currently a married couple can only utilize their
combined federal exemptions by establishing a
trust to which the first spouse to die leaves his/her
estate (or at least the first $3,500,000). This type
of plan also requires that particular assets be
owned directly by one of the spouses during their
lifetime. With federal portability, and if apprecia-
tion of assets is not a major concern, tax
motivated trusts could be eliminated from the
plan of a couple whose combined estate is ex-
pected to be $7,000,000 or less. It is important to
note that the Massachusetts estate tax exemption
is not portable, and if discounting this tax is a
concern, consideration should be given to pur-
chasing life insurance (estimated to be up to 10%
of the combined estate value) or relocating to or
establishing a tax-favored domicile.

This article was written by Jack Yagjian, Esq.,
Vice President of Estate Planning at Sapers &
Wallack. Jack uses his unique understanding of
the impact between the complex estate, gift, and
income tax laws to craft custom-designed and tax
effective wealth strategies for the benefit of high
net-worth individuals and business owners. If you
would like to seek advice or discuss how the es-
tate tax reform may affect you or your clients,
please call or e-mail Jack Yagjian at 617-225-
2600 or jyagjian@sapers-wallack.com.
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Developmentd Changes Under ASC 805

Introduction

Under Accounting Standards Codified (ASC) 805
which became effective for companies whose
next fiscal year began after December 15, 2008,
the fair value of purchased IPR&D will be capi-
talized on the acqui
rather than being expensed. Also, under ASC 805
(formerly SFAS 141R), all IPR&D programs will
be automatically assigned an indefinite life ini-
tially.

The capitalized fair values of IPR&D assets are
tested annually for impairment, unless there is a
triggering event in the interim, under a separate
accounting standard (ASC 350). To the extent
any [PR&D asset impairment is identified in the
future, a charge must be taken against the ac-
guireros operating
reach technological feasibility, they are then am-
ortized over their remaining useful life beginning

(continued on page 5)
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in the quarter in which they reach technological
feasibility.

Acquired IPR&D can usually be valued by analyz-
ing the present value of the free cash flows
generated by the product line with which the
IPR&D is associated over a remaining economic
life. Free cash flows are those cash flows net of all
operating investment costs and investment needs,
but before financing costs.

Accounting Definition of Acquired IPR&D
Acquired IPR&D assets are characterized by:

« Development programs that have not yet
reached technological feasibilityaccording to
criteria that management of the acquiring com-
pany applies to all of its R&D projects;

« Development programs that are not easily dis-
mantled or redirected to an alternative future
use;

« The intention of the buyer to continue an R&D
program as it was originally conceived and
ultimately to use it, if found to be feasible.

Frequently Asked Questions and Answers
A number of questions regarding acquired IPR&D

frequently occur to those involved in the deal proc-
ess:

established at the outset.
Is IPR&D a tax deduction?

No. The recognition of acquired IPR&D as an in-
tangible asset for financial statement reporting
under ASC 805 does not result in an immediate tax
deduction. Whether the value of the acquired tech-
nology can be amortized over time for tax
purposes will depend on the structure of the trans-
action.

What is the information about IPR&D that is con-
sidered most important by the SEC and auditors?

The nature of the remaining technical development
risks; when technological feasibility will be
achieved and how is it defined; what has been ex-
pended on the projects so far; and how much more
will be expended to the point of anticipated tech-
nological feasibility. Disclosure of the methods
used to value the IPR&D and key assumptions also
may be requested.

We are not really acquiring a new technology, just

a substitute or enhancement for something we have

already been working on, and plan to incorporate
the acquired technology into our existing project.

How should we value the IPR&D?

In such a case the value of the existing internal
project of the acquirer, with and without the ac-
quired IPR&D, can be estimated and the difference
attributed to the value of the acquired IPR&D.

What is the IPR&D if the underlying Core Techks value also should be assessed with reference

nol ogy of our
much from version to version?

The percentage of projected future revenues and
associated expenses that are attributable to existing
Completed, Core, IPR&D, and Future Technolo-
gies over time must be considered in isolating the
value of IPR&D technologies. Valuable IPR&D
can exist even when there is a heavy reliance on
core or completed technologies.

Wh en have we —reached
ity?0 We have a
used on a trial basis by our customers.

Technological feasibility is achieved when all the
planning, design, development, and testing activi-
ties associated with an IPR&D program have been
completed sufficiently to have reasonable confi-
dence that the product resulting from the program
will meet the criteria and specifications that were

proto

product s howeif ¢odldy have beenOubed oy ha antariet

participant, and any differences in value should be
reconciled.

Summary

The identification and proper valuation of acquired
IPR&D assets is an important consideration for
both pre-deal planning and post-acquisition finan-
cial reporting. We expect that auditors and the
SEC will maintain a focus on a) how acquired

MR &I ic ihitially identifiéd and Valued, aadabyon b i |
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the value of such IPR&D assets over time.

For more information contact David Spieler,
Managing Director, Duff & Phelps, LLC at (617)
378-9408 or david.spieler@duffandphelps.com, or
Alan Cody, Managing Director, Duff &
Phelps, LLC at (617) 378-9401 or
alan.cody(@duffandphelps.com.

Upcoming Breakfast
Sessions

Tuesday, March 2, 2010
Real Estate Market

Tuesday, April 6, 2010
Not-for-Profit Best Practices

Upcoming
Professional
Development &
Dinner Meetings

Wednesday, December 16

Professional Development:
Business Intelligence and
Planning Tools

Dinner Speaker: Raymond
V. Gilmartin, Professor of
Management Practice,
Harvard Business School

t hat
Wednesday, January 20

Dinner Speaker: Paul
Guzzi, President and Chief
Executive Officer, Greater
Boston Chamber of
Commerce

For more information visit:
i .feiboston.org/events
ME cou ngt ? or
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Business Intelligence and Planning Tools
Date: Wednesday, December 16, 2009

Time: 2:00 prit5:00 pm (Registration at 2:00 pm)
Location: Newton Marriott Use yYour
Free PD
Speakers: COllpOIlS!

Tim Klein i Oracle Corporation
Kenneth Squires i Ernst & Young

This session will focus on what it takes to successfully plan, select, and implement a BI/Budgeting/Forecasting software tool for your
firm. Experts will discuss the rewards and opportunities that can be uncovered when implementing software to report on your
companyés financi al and operational metrics.

If you are considering or planning to implement a new budgeting/forecasting or BI solution, or just want to learn more, you should
not miss this event.

Boston Chapter Career Services/Career Planning Program
Date: Tuesday, December 8, 2009
Time: Networking: 5:30 pm, Program: 6 pm to 8 pm
Location: Newton Marriott

Please join us for our Tuesday, December 8, 2009 program with Kim Provencher. Kim has run a number of events at FEI Career
Services over the years. Her "How to Work a Room" program is energizing, fun, and extraordinarily useful. You will find the
skills that are being practiced during the program to be particularly helpful during the upcoming holiday season, when
our schedules become filled with events and opportunities to make new connections.

Please register by 10:00 am on Monday, December 7 online at www.feiboston.org, or by e-mailing Dee Calabrese, FEI Boston
Chapter Administrator, at dee@feiboston.org. While we do not require that you register, we appreciate letting us know if you plan to

attend so that we can order the right amount of refreshmer

Please keep in mind that we are now holding our meetings at the Newton Marriott.

FEI held a strategic planning retreat on June 7 & 8, 2009 in Florham Park, NJ. The reportd An Emerging Strategic Plan, 2nd
Editiond summari zes the emerging direction based on the dialog
would Iike to see the full pl an, pl ease visit the wthebsi't
search function and a link will be provided to the report.

Happy HOIida}%'ra'fgi

Best Wishes
the New Year!

connecting financial executives



mailto:dee@feiboston.org

