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Committee Participation

I want to continue to highlight our
committees, with the goal of raising
your awareness of their work.
January is the time for New Year
resolutions, and in that vein, I en-
courage you to make a resolution to participate in
FEI. It may be uncomfortable in the beginning,
as is all change, but in the end, I can guarantee
participation will enhance your career. You will
benefit from increased contact with your peers
and with our partners. Create some dots that you
will be able to connect in three years. I encourage
each of you to give it some thought, and contact
one or more committee chairs to see if the work
they do fits your schedule.

Two committees that are especially important are
the Dinner Committee and Communications,
chaired by Perry Morton and Kevin Walsh,
respectively. These two committees work to
enhance the value of your membership by
arranging for interesting dinner speakers and
communicating the activities of the chapter.

In addition to planning for speakers for the FY
2011, Perry, along with Kevin Rhodes, is prepar-
ing a special meeting this year on May 20. This
will be a social event where spouses and signifi-
cant others will be invited. Mark your calendars
for this event.

In addition to the newsletter and the web site
migration, Kevin Walsh is working with Sharon
Merrill on public relations. They want to get the
word out on the benefits of FEI membership.

Website Migration

The migration of our www.feiboston.org website,
to the chapter page on headquarters' website,
www.financialexecutives.org, continues. We will
be loading our monthly newsletters, names of
board members and committees, and planned
events during January. A visit to the new website
will convince anyone of the benefit of this move.
Click on “Topic Library” and go to FERF Publi-
cations, for a start. Topics of recently issued
papers include the SEC’s XBRL mandate, good-
will impairment, benchmarking the finance
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Paul Guzzi is president and
chief executive officer of the
Greater Boston Chamber of
Commerce, one of the
region’s leading business
associations.

Mr. Guzzi brings extensive
experience in both business
and government to his work at the Chamber. A
former Massachusetts secretary of state and
chief secretary to the Governor, as well as a
member of the management teams of two For-
tune 500 companies, he is a leading advocate
for economic development and job creation.

Prior to leading the Chamber, Mr. Guzzi was
vice president of state and community affairs
for Boston College. Previously, he was a
consultant for Heidrick & Struggles, an interna-
tional recruitment and consulting firm. Mr.
Guzzi also served as a vice president at Data
General Corporation and as a senior vice
president at Wang Laboratories. During his
tenure at Wang, he worked closely with Dr. An
Wang to oversee the restoration and transfor-
mation of what is now the Wang Theatre.

Mr. Guzzi began his public service career as a
state representative from Newton in 1970. He
was elected Massachusetts secretary of state in
1974. Mr. Guzzi served as chief of staff for
Governor Edward King and chief administrator
of the Board of Regents of Public Higher Edu-
cation.

(continued on page 2)

Impairment of Debt Securities |
New Guidance for Troubled Times

Global financial markets are at historic lows.
Market values have plummeted and losses con-
tinue to pile up. In this volatile environment,
evaluating your investment portfolio for
impairment can be a daunting and complex
task. Here are some key points for you to
(continued on page 3)
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function and thoughts on becoming a di-
rector. Check it out.

The home page also has some articles on
decoupling financial reporting for banks
from GAAP, and a proposal by FASB to
consider separate GAAP for private com-
panies. So, in 2009 we have gone from a
goal of having one set of standards interna-
tionally by merger of FASB and IASB, to
calls for separate GAAP for private com-
panies. Whoever said accounting was dull
should look again.

Career Services

Career Services will be hosting their next
meeting on January 12. This session will
be Power Networking a topic that is
always popular, as it never gets old. We all
need to be able to explain who we are,
what we enjoy doing, how it can benefit
someone and help solve their problems. It
is an excellent program for all FEI mem-
bers, both working and in transition.
Networking begins at 5:30 pm. If you
know someone in transition please invite
them, as many of our members first con-
nected with FEI at Career Services.

Professional Development

The PD Committee, along with Houlihan
Lokey, AMS, and Bank of America, will
host our Mergers & Acquisition Update at
an afternoon session on January 20. We all
expect M&A activity will pick up in 2010,
as companies will start to be penalized for
not making use of their cash hoards and
improved stock prices. We hope to see
many of you there for a lively discussion
of what to expect from buyers, sellers, and
lenders. Don’t forget you can use your free
certificates for this event.

The Membership Involvement Committee
will be hosting a seminar at the same time
on Working Differently. This seminar is
for retired, soon-to-be retired, and wish-I-
could-be retired members. The boomers
have entered their 60s and, as we have our
whole lives, will be a source of disruption
to the nation’s economy. Demographers
expect the boomers will not be like our
parents and retire to play golf, bridge, or
whatever, but will approach the “next
third” of their lives differently. We hope to
see many of you at the seminar. Note this
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is free to FEI members, but there are no CPE
credits for this seminar. Registration is on the
www.feiboston.org website.

January Dinner
Paul Guzzi, CEO of the Greater Boston

Chamber of Commerce, is our featured
speaker at dinner on the 20™. Paul is a for-
mer secretary of state for Massachusetts and
has served in management roles for two For-
tune 500 companies. Celebrating its 100™
year in 2009, the Chamber comprises over
1,600 businesses from every industry in the
region. It provides leadership to businesses
by helping to create a healthy climate for
economic development and job creation. I
hope all of you can join us for dinner, and get
a view of where the economy of our region is
headed in 2010.

Diversity

The FEI website has this description of our
diversity initiative: “To comprise FEI as a
more inclusive and diverse organization by
understanding and fully embracing the di-
mensions of diversity including (but not lim-
ited to): age, gender, race, sexual orientation,
religious beliefs, work experience, ethnicity,
physical abilities/qualities, educational back-
ground, geographic locations, income,
marital status, military experience, parental
status and job classification.” Boston has
been chosen as one of the eight large chap-
ters of FEI to participate in this initiative.

On December 10, I met with Orlando
Rodriguez, an executive director of the Asso-
ciation of Latino Professional in Finance and
Accounting (ALPFA). ALPFA is a target
group of the diversity initiative that Head-
quarters is pursuing. We will be inviting
officers and VIP members of the ALPFA
Boston chapter to our dinners and PD
sessions so we can get to know each other,
and see what synergies the two groups may
have. Orlando and I discussed topics of inter-
est to both our groups, including mentoring
and professional development.

Also on that day, Sharon Merrill, Peter Rock-
ett, Mark Anderson and I met with Beverly
Edgehill, CEO of The Partnership, Inc. The
Partnership is a talent management firm that
works with multicultural professionals and
contributes to their advancement by coach-

ing, mentoring, and training.

We, along with other chapters and Headquar-
ters, are working our way through these
relationships. What we do know is that the
world is changing, and FEI needs to change
to be relevant. Change in this case means we
need to reach out to diverse groups and
become familiar with them.

Free PD Session and Dinner

We are keeping 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 Paul Guzzi,
please let John Dion, Chair of New
Membership, know. You can reach John at
johndion@yverizon.net.

Thank you,

Jim Tracy
FEI Boston Chapter President
2009 —2010
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A graduate of Harvard University, Mr. Guzzi
holds a Bachelor of Arts degree in govern-
ment. He later completed Harvard Business
School’s Management Development program.
He was also an officer in the U.S. Marine
Corps Reserve.

In addition to his leadership at the Chamber,

Mr. Guzzi is co-host of This Week in Busingss

a weekly television program on NECN. He
can also be seen and heard on various media
programs through the region as a frequent
commentator on business issues.

Among his civic activities, Mr. Guzzi serves
as a trustee of the Citi Performing Arts Center;
is a director of The Partnership, Inc., Blue
Cross Blue Shield of Massachusetts, and
Edgewater Technology Corporation; is a
member of the advisory boards of the Boston
Club and the Kennedy School Taubman Cen-
ter for State and Local Government; and is a
founding board member of The Initiative for a
New Economy (INE). He lives in Newton,
Massachusetts with his wife, Joanne, and has
three adult children.
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understand and consider as you evaluate your
debt security portfolio for other-than-
temporary impairment.

New guidance: The new guidance for im-
pairment evaluation of debt securities applies
to interim and annual periods ending after
June 15, 2009. This new guidance is de-
signed to be more operational and improve
the transparency of the disclosures pertaining
to debt securities with temporary and
other-than-temporary impairment. The key
difference is that only expected credit losses
on debt securities are recognized through
earnings, with the remainder recognized in
other comprehensive income. Expected credit
losses are determined by comparing the pre-
sent value of expected future cash flows of
the debt security to the amortized cost of the
debt security. Any shortfall is considered a
credit loss.

Effect on your business: While the new
guidance will definitely help to clarify how
to evaluate for impairment, it will require
gathering additional supporting documenta-
tion and consulting with investment advisors.
You will be required to assess and determine
expected future cash flows associated with
your debt securities, including factors such as
prepayment speeds, the underlying value of
collateral, and expected default rates.
Allowing ample time for gathering data and
formulating and analyzing your results will
help alleviate the strain and workload when it
comes time to close the books and prepare
the financial statements.

Reporting Requirements: Keep in mind
that with new guidance come new disclo-
sures. A more detailed, risk-oriented break-
down of major security types and related
information is now required. You will also
need to disclose information that makes it
clear as to why an other-than-temporary-
impairment loss was or was not taken on a
particular security. This includes the method-
ology and significant inputs used in the
calculations. Disclosures may vary depend-
ing on your unique circumstances, so be
certain you have the right tools to ensure
your compliance with these new regulations.

Determining impairment can be a complex
and difficult task, but it is a skill that is
imperative to business operations in today’s
unstable financial market. While it can be
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said that nobody enjoys evaluating a security
portfolio for impairment losses, a sound un-
derstanding of the guidance can ensure that
you are prepared.

No longer can you crank out an IPO in three
months. The process will be more like nine
months. In fact, if you want to be doing an
IPO during the window that is currently open-
ing up (thanks to well-received IPOs from a

To discuss security impairment in greatefew well-regarded companies), you probably
detail, please contact Dan Morrill, CPA atneed to be getting ready now. You need:

413726-6857 or dmorrill@wolfandco.com.

1-2-3 | PO: What o6s
IPOs Today?

Once upon a time the letters “IPO” were
code for “get rich quick” and “exit strategy
for sexy companies.” If it has been more than
three years since you were last involved in an
IPO, you might not recognize today’s new
breed of IPO. Today’s IPOs look more like
IPOs from the 1980s than any more recent
IPOs. Valuations are down and the appetite
for risk isn’t there.

But IPOs are coming back. The window of
opportunity has opened because of the lack
of investment opportunities in other areas.
The market is hungry for investment oppor-
tunities and you need to know what has
changed.

Back in the day, a good idea was enough to
support an IPO. Today’s pre-IPO companies
need to show:

« Positive revenue;

«  Robust infrastructure;

e A plan for using the money effectively
and the ability to use the money that
moves beyond basic infrastructure.

The last point in particular is a change even
from just a few years ago. All companies
were expected to have plans for using the
money raised; but now the expectation is that
the company already has basic infrastructure
and processes in place and the money will
not be spent putting those things in place.

Today IPOs are more like going to the bank
for a loan; investment bankers want better
odds on their returns. You need to show in-
vestment bankers how they will get their
money back. How does your company plan
to earn your valuation? Even the most con-
servative assessment will be given a
“haircut” and bring the valuation in line with
current thinking. (Your bankers will do this
for you, thank you very much.)

« To be on the road to SOX compliance.

Di f f ¥on eeedtto ba 3@Xu‘lite” where you

have already demonstrated a good handle
on your financial controls.

o  Three years of comparative financial data
with clean quarterly cut-offs. Scrubbed
financials that are in compliance with
GAAP.

« A solid plan for growth and a revenue
record that tracks with that plan.

And, these are not insignificant. You can’t
just be a high-growth company with outbound
marketing. You need good infrastructure and
controls. You need a long view on the market,
too. One product is not enough. Products
headed for obsolescence need not apply. No
fads. Show diversity and a long-term strategy.
Even if it isn’t in a so-called “sexy” market, a
company with long-term contracts looks pretty
good for an IPO today. Do you?

Contact Al Faber, Accounting Management

Solutions, Inc., 784419-9202 or
afaber@amsolutions.net
Houl i han Lokeyds

Termination Fee Study

Given the time and expense involved in nego-
tiating and structuring a proposed transaction,
acquirers are continuously looking for creative
ways to deter competing bids before the con-
summation of a transaction. Properly crafted, a
termination fee provision can facilitate the sale
of a company by ensuring that the bidder will
receive a material “consolation prize” to de-
fray its investment—in time, out-of-pocket
expense, and opportunity cost—if the transac-
tion is not consummated. On the other hand,
termination fees protect the acquirer by effec-
tively increasing the price that a third-party
bidder will need to pay to consummate a com-
peting transaction.

Houlihan Lokey has completed its 2008
Transaction Termination Fee Study, which
summarizes key termination fee metrics for
M&A transactions announced in 2006, 2007,

(continued on page 4)
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and 2008. The study also contains data related to
“reverse breakup fees,” or fees payable by the
acquirer to the target, if funding falls through or
the transaction is otherwise terminated.

tax rates for the top two brackets are expected to
rise.

Also, you have the option to revert back to your
original form of IRA (or “recharacterize” your

To download your complimentary copy ofonversion) up until the due date (including ex-

Houl i han
Termination

Lokeyds
Fee Study,

2téhsrB) of thE retarmfer éhectdx iyear im which
visitthe conversion was done. If the value of the as-

www.HL.com\publications\2008TermFeeStudy sets in the conversion decreases, you can undo the

Coming in 2010: Roth IRA Conversions

In 2010, high-income taxpayers, who have not
been permitted to establish and contribute to
Roth IRAs because of certain IRS income ceil-
ings, will have the option to convert traditional
IRAs to Roth IRAs (although they will still not
be permitted to make annual contributions to a
Roth IRA). This is an important development
because many high-income taxpayers have large
IRA balances, particularly if they have estab-
lished an IRA rollover account for a previously
held 401(k) account.

With a traditional IRA, you receive an upfront
tax deduction upon contribution and only pay
taxes when funds are withdrawn. Minimum
distribution requirements allow you to begin
withdrawing funds at age 59': without penalty
for early withdrawal, and require you to take
distributions at age 70%. With a Roth IRA, you
contribute after-tax dollars, but the income and
growth are not subject to tax when removed,
provided the distribution satisfies a five-year
holding period and takes place after age 59% (or
on account of death or disability, or to meet first-
time homebuyer expenses). Both traditional and
Roth IRAs have annual contribution limits. The
required minimum distribution rules that apply
to traditional IRAs do not apply to Roth IRAs,
which means the account can continue to grow
tax free after age 70%. The tax-free accumula-
tion of income in a Roth IRA is attractive,
particularly for younger taxpayers or as an asset
to leave to children or grandchildren, as shelter-
ing years of earnings in this manner can lead to
enormous compounding.

Considerations of converting

Because you must pay income tax on the taxable
portion of an IRA upon conversion, a first step is
to determine how you will pay the associated
taxes. You can pay upfront or, in the case of the
2010 conversion, over two years in 2011 and
2012. But be careful: if you are subject to the
higher tax brackets in 2011 and 2012 there will
be a direct cost to delaying the tax payment as
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Roth before paying your conversion taxes and
avoid paying tax on the amount of the decrease.
To that end, you may want to consider setting up
multiple Roth IRA accounts, separating them into
different asset classes. The benefit of this strategy
is that if one asset class performs poorly, you can
recharacterize your conversion for any asset class
that has decreased in value subsequent to the
conversion. (If all of the asset classes were com-
mingled, you would not be able to isolate and
remove the depressed asset class.) This approach
enables you to take advantage of the different
rates of growth within asset classes.

James M. Medeiros is a partner
PricewaterhouseCoopers, LLP; 65B807353;
james.m.medeiros@us.pwc.com
At Long Last, FIN 48 Arrives
for Private Companies

The true deadline for adopting new guidelines for
FIN 48 has been a long time coming, but it has
indeed arrived. Even as FIN 48 was routinely
criticized for its complexity and lack of clarity
when it comes to pass-through and tax-exempt
nonprofit entities, we have counseled companies
for years on taking adaptive measures prior to the
implementation date. Private entities are now up
against the clock to comply with FIN 48 using
previously released guidance.

On May 18, 2009, FASB issued a proposed
FASB Staff Position, FSP FIN 48-d, “Application
Guidance for Pass-through Entities and Tax-
Exempt Not-for-Profit Entities and Disclosure
Modifications for Nonpublic Entities.” It was
clear from these deliberations that after several
years of delay, there will be no further deferrals
of FIN 48. As such, private entities that have not
already adopted FIN 48 should adopt FIN 48 as
of the beginning of the fiscal year beginning after
December 15, 2008.

On a high level, FIN 48 requires companies to
take a deeper look at tax assets and liabilities they
are reporting and tax positions that may have
been taken. Common tax positions needing analy-

(continued on page 5)
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sis include net operating loss carryforwards; tax
credits; state nexus; transfer pricing; S-Corp’s built
-in gains; nonprofit exempt status, and UBTIL. The
guidelines must be applied to all tax positions, all
tax jurisdictions, and all open tax years upon initial
adoption.

In general, there a few key steps to take in prepara-

tion for FIN 48. Companies should:

« Perform an overall evaluation of tax positions
taken or not taken

« Have a discussion with the company's audit
team to ensure expectations are understood

«  Consult tax advisors to ensure all uncertain tax
positions have been identified and next steps
are drafted

Companies should apply a two-step approach to
identifying and evaluating tax positions. The first
step is Recognition, to evaluate if the company has
a greater than 50 percent likelihood that a specific
tax position will be sustained under a tax examina-
tion. The second is Measurement, to determine
how much of the benefit would be realized by the
company under examination by a tax authority.

These steps can take anywhere from several weeks
to several months, depending upon the number and
type of tax positions requiring evaluation, the ac-
cessibility and format of documentation required to
support the positions, and availability of client
personnel to assist in the process. As a result, it is
important that the process be started in advance of
the annual audit, since the final audit report cannot
be issued until the FIN 48 component has been
completed.

Rosanna DiFilippo, CPA, MST s

often overlooked when people think about protect-
ing themselves and their loved ones. The financial
effect a long-term illness can have on one’s retire-
ment savings can be devastating. While you might
be offering a variety of ways for your key execu-
tives to put away pre-tax dollars for their retire-
ment, you may be surprised to find that long-term
care insurance as an executive benefit is an even
more tax-efficient benefit for your executives. The
premiums for LTC insurance are fully deductible
by the company, and not taxable to the executive.
In addition, when the benefits are paid out, they
are still not taxable to the insured.

Executive LTC plans can be designed on a limited-
premium basis where the policies are all paid up in
10 years or at retirement. This allows the execu-
tives to have a paid-up policy to take with them
when they leave.

Although the old LTC insurance contracts were
relatively expensive and not that comprehensive,
in today’s world, LTC insurance is less expensive
than you might think, with broader contracts.
Many people don’t even realize that their employer
can also pay premiums; therefore, if you are able
to offer it as an executive benefit, you may come
out looking like an even bigger hero.

If you still find yourself asking, “how does LTC
insurance fit into this scenario,” please feel free to
give me a call so we can discuss the many benefits
of LTC insurance as an executive benefit. The pro-
fessionals at Sapers & Wallack can help your com-
pany retain key executives through implementing
LTC insurance as an executive benefit for both
small and large businesses alike. Whether your

acompany has 10 employees or 1,000 employees,

Partner at Moody, Famiglietti & Andronico, LLP.an executive benefit plan can be designed that will
She can be reached at (978) H5373 or enable key executives to prepare themselves for
rdifilippo@mfacpa.com. Craig A. Eaton, CPAtheir future by protecting their assets from being
MST is at Partner at Moody, Famiglietti & An-drained by a long-term illness, and most impor-
dronico, LLP. He can be reached atantly, keep the intellectual capital in-house.

(978) 5575360 or ceaton@mfapa.com
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Long Term Care as an Executive Benefit

Long Term Care (LTC) insurance is one of the few
types of executive benefits that can help separate

Although it is uncertain when the economy will
improve, it is certain that it will rebound eventu-
ally. When it does, business owners must ensure
that their key executives are still in their trenches,
ready to capitalize and grow the business again.

Upcoming
Breakfast Sessions
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Real Estate Market
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Not-for-Profit Best Practices

Tuesday, May 4
Role of the CFO

Upcoming
Professional
Development &
Dinner Meetings

Wednesday, January 20
Dinner Speaker:

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

Wednesday, February 10
DinnefSpeaker:

Jonathan Spector,

Chief Executive Officer,
The Conference Board, Inc.

Wednesday, March 17
DinnefSpeaker:

Ken Wilcox, President and
Chief Executive Officer, SVB
Financial Group and Silicon
Valley Bank

For more information visit:
www.feiboston.org/events

your company from the competition. With today’s
aging workforce, it is perhaps more important than
ever before to make sure that your key talent who
spend the majority of their time at work do not lose
their retirement savings by paying high costs for
caregivers in the event of a long-term illness.

Aviva Sapers is CEO of Sapers & Wallack, an
insurance, benefits, and financial services firm
located in Newton. Aviva offers securities and
investment advisory services through NFP
Securities, Inc. a broker/dealer and member
FINRA/SIPC and can be reached at 62252600

LTC insurance is one of the insurances that is too or asapers@sapersallack.com
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Annual M&A Seminard iCheck Al l the Exitso
Date: Wednesday, January 20, 2010
Time: 2:15 prin5:00 pm (Registration at 2:00 pm)
Location: Newton Marriott

Has your team discussed how to handle overtures from competitors, or that strategic investor who wishes to acquire you? Perhaps the
push for an exit is not coming from investors. Are the founders staring at their kids’ college tuition, or ready to roll out? Is it time to recap,
to push into new markets or develop new products? Is that equity round stalled and lead volume stagnating? The drivers for liquidity can
come in lots of shapes and sizes, so the board is asking that the deal team (you) “check all the exits.”

FEI Boston is pleased to present our annual M&A Seminar, with this year’s emphasis on all the reasons for seeking a buyer. Our panel of
experts will dig into the toolkits of their respective professions to offer insight and perspective on the variety of reasons you may be asked
to generate or evaluate an exit. From ESOP recapitalizations, to finding a bailout, and lots of places in between, join us for a thought-
provoking discussion of why and how deals are found, sought, and dodged.

Our panel will present the findings of current M&A transaction trends, review how the markets have impacted deal priorities, and share
some war stories on deals gone good and bad. We will seek answers to questions like:

o Is capital market liquidity (or lack of it) driving more distress deals?
« How do you shift gears from raising capital to seeking a buyer?
« How many ways are there to enable investors to take some money off the table?

Panelists:
o  Gary Brewster — Houlihan Lockey
« Neal Hawkins — Bank of America

o  Connie Wright — Accounting Management Solutions

Part 2 of this afternoon session will be dedicated to moderated and open Q&A. Light refreshments served; CPE credits available. We look
forward to having you join us.

To register for this seminar, please go to www.feiboston.org and click on “Events & Meetings.”
Please see our website for more details on this and upcoming seminars!

Please join us for our second Career Services program of the 2009—2010 season on Tuesday, January 12, 2010. Following the success of
our October 13 event, we are going to have a second “Speed Networking” meeting which will give you the opportunity to hone your net-
working skills and guarantee to broaden your professional network. The program will give you the opportunity to meet with others in
small groups, as well as short “one-on-one” meetings.

It has been proven that one of the best ways to identify and obtain new opportunities is through ones network. These relationships can be
invaluable when it comes to landing a new opportunity or obtaining a new piece of business. Please join us and seize the opportunity to
enhance your professional career.

Please register for this program by 10:00 am Friday, January 8 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 your letting us know if you plan to
attend so that we can order the right amount of snacks and plan the best use of the hotel's conference rooms.

O fei

connecting financial executives

We look forward to seeing you January 12!



