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University’s
prison program
is embroiled

in controversy

Most of Ashland’s 2020
undergrad enrollees are
distance learning inmates

BYAMY MORONA

Kristen Haley Theriot made her
first and only visit to the campus of
Ashland University in December
2018. She left with a purple blan-
ket, a portfolio with the school’s
logo and an associate’s degree.

The 33-year-old’s classes were
completed far from the small cam-
pus, though. Theriot took them
from a Louisiana prison, where she
was serving time for armed rob-
bery.

“I was able to accomplish one of
the things I thought I'd never be
able to accomplish ever in my en-
tire life,” she said.

The majority of the 6,350 under-
graduates enrolled in Ashland’s
courses this past fall are in prisons
across 10 states and in Washing-
ton, D.C. No other college is in as
many different prisons in as many
other states. Its closest national
competitor enrolled fewer than
half of the students Ashland did
last year.

The private Christian university
nestled in the middle of Ohio is
now a giant in America’s prison
education landscape. Its rise has
come with a hefty dose of criti-
cism.

“There has to be a quality of that
journey for people that builds their
confidence and their skills, and
that’s oriented toward degrees that
are going to be valued out in the
workplace,” said Ann Jacobs, who
has worked for decades in the sec-
tor in New York state. “I'm not sure
that anything about the way Ash-
land approaches this is going to
produce that result.”

See ASHLAND on Page 36
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Rocket Mortgage employs nearly 700 people in Cleveland, at offices in the Higbee Building downtown. The Detroit-based company
plans to double that in the next five years, in a deal that hinges on securing incentives from the city, state and JobsOhio. | ROCKET COs.

Mortgage giant eyes 700-job expansion in downtown Cleveland

»BY MICHELLE JARBOE | Rocket Mortgage, the mortgage
giant formerly known as Quicken Loans, is eyeing an
expansion that would bring 700 new jobs to downtown
Cleveland over the next five years.

The Detroit-based company already employs nearly
700 people at its Cleveland office, a mortgage banking
hub tucked inside the Higbee Building just off Public
Square. Local economic development officials have been
working on an incentive package to double that head-
count in a deal that would create more than $50 million
in additional payroll and bring welcome investment to a
central business district grappling with fallout from the
pandemic.

Rocket’s top human resources
executive confirmed the broad
strokes of the company’s growth
plans during a recent interview.

“This a testament to our com-
mitment to Cleveland,” said Mike
Malloy, whose formal title is chief
amazement officer.

He said Rocket routinely
weighs adding jobs in Cleveland
against hiring in its hometown,
bulking up a mortgage banking
center in Phoenix and recruiting
remote workers. Now, through
what he described as a “partner-
ship” with the city, Cleveland
stands to notch more wins.

See ROCKET on Page 36
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‘Now the fun
begins’ for
fast-growing
BoxCast

$20M Series A round
will accelerate growth

BYKEVIN KLEPS

Prior to the pandemic, BoxCast, in
the words of board member Mike
Marchetti, “was on a great sales great
trajectory.’

The Cleveland
company’s reve-
nue and custom-
er base were in-
creasing, and a
2019 acquisition
strengthened a
core component
of its business.

But COVID-19,
with large in-per-
son events put on hold and more
people staying home, sped every-
thing up for a business that prides it-
self on delivering high-quality, easy-
to-use streaming services.

In December, BoxCast raised $20
million in Series A funding. At the time,
the company had 56 employees and
revenue had tripled in the last year.

By the end of 2021, BoxCast expects
its headcount to reach at least 100.

“We’d be lying if we didn’t say that
behaviors around COVID match
quite well with livestreaming tech-
nology,” said Sam Brenner, the com-
pany’s chief operating officer.

Later this year, as COVID-19 vaccines
are more widely distributed and condi-
tions improve, in-person gatherings will
increase. Still, Gordon Daily, who
co-founded BoxCast in 2013, is confi-
dent that demand will continue to rise.

“It’s not like it’s going to drop off;’
said Daily, the company’s CEO. “The
customers we have, none really stop
streaming once they start streaming,
because people really start to depend
onit”

See BOXCAST on Page 36
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Pandemic didn’t stop growth plans at Cleveland’s Dairy Free Co.

Maker of plant-based dips and spreads
creates new product and moves locations

BYRACHEL ABBEY MCCAFFERTY

Last year was a tough one for the
Dairy Free Co.

The maker of plant-based dips and
spreads was still getting its footing
and working on growth when the
pandemic hit.

“Obviously, it’s been a very trying
year for us and for all businesses, and
all people. It’s really been a lot,” said
co-founder Eric Hurwitz. “From our
perspective, yes, as an emerging brand,
the pandemic’s been really tough, be-
cause we've got (lower) foot traffic in
stores. We always depended on people
lingering in stores and looking around
and looking for that next item. That’s
not really happening right now.”

Hurwitz and co-founder Beth
Meany decided the company needed
to spend 2020 largely focused on op-
erations, cutting costs and finding
ways to become more efficient.

“We're really now perfectly posi-
tioned for growth and scale-up,” Mea-
ny said. “There’s just no fat in this busi-
ness. We really know our business”’

The Dairy Free Co. focuses on cre-
ating a “clean, honest product,” Mea-
ny said, using simple ingredients.
Right now, the company offers six
cashew-based dips and spreads, but
there are plans to expand beyond ca-
shew products in the near future.

Hurwitz and Meany bought what
used to be known as Red Lotus Foods in
2017, rebranding it as the Dairy Free Co.

GOVERNMENT

in spring 2019. Hurwitz had entrepre-
neurial experience, having started com-
panies such as a brand and product li-
censing agency. Meany’s background is
in finance and marketing, including in
the food space. Red Lotus Foods was
known locally, but the new ownership
team wanted to put their own “vision
and stamp” on the company, Hurwitz
said. The end of 2019 was also when
Hurwitz and Meany took on more of a
hands-on role in the company’s opera-
tions, as another individual had been in
charge of the day-to-day early on.

The company was ready for growth
in 2020. Though the pandemic hin-
dered those plans, the year wasn’t all
about cutbacks. The company also
got in the kitchen and developed a
new product, the first the Dairy Free
Co. has developed internally since
Hurwitz and Meany took over.

“I think we needed to do some-
thing that was fun,” Meany said.

The product — Take It Cheezy — is
a cashew-based dip designed to have
a smoky, cheddarlike taste. Creating
a new product during the pandemic
posed some additional challenges, as
the company had to rely on family
and friends for feedback. But the
company persevered, and the dip hit
the market this fall.

And it’s doing well in the stores.
Meany said that in some retailers,
Take It Cheezy is already outselling
the company’s other flavors.

The Dairy Free Co. sells its prod-

The Dairy Free Co. plans to expand beyond the six cashew-based dips and spreads that

it currently offers. | CONTRIBUTED

ucts at retailers such as Heinen’s, Gi-
ant Eagle and Whole Foods. Offering
a refrigerated product means ship-
ping is expensive, so it’s tough to
build a direct-to-consumer product,
Hurwitz said. Those relationships
with retailers are critical. Meany not-
ed that the company also has a food
service business, through which it
works with restaurants.

“WE'RE REALLY NOW
PERFECTLY POSITIONED FOR
GROWTH AND SCALE-UP.
THERE'S JUST NO FATIN
THIS BUSINESS."

— Beth Meany,
Dairy Free Co. co-founder

Ultimately, Meany said sales re-
mained flat for the Dairy Free Co. de-
spite the pandemic, a notable fact for
anonstaple food item. The co-found-
ers declined to share specifics on an-
nual sales.

The company will now be able to
take its experience developing and
launching Take It Cheezy — tweaking
the recipe, designing packaging,
sourcing ingredients — and apply
those steps to future products.

“So there was a learning curve with
this first one, but now we’re ready to
roll,” Meany said.

The Dairy Free Co. plans to add
different nut or seed-based products,
ideally by the third quarter of this
year, Hurwitz said.

Another change for the Dairy Free
Co. in 2020 was in location. The com-

pany has moved twice since Hurwitz
and Meany bought it, most recently
moving to the Central Kitchen Food
Hub on Carnegie Avenue in Cleve-
land in September. It's given the
small company a community, Meany
said. The Dairy Free Co. has five em-
ployees. It's owned by its three
co-founders — Hurwitz, Meany and
Todd Goldstein, the LaunchHouse
CEO who has another food manufac-
turer, Whoa Dough, in the region —
as well as a group of friends and fam-
ily, who serve as minority owners.

The Central Kitchen Food Hub aims
to serve as a post-incubator space for
food companies. Central Kitchen has
seen a lot of companies struggle after
leaving that initial launch phase. It can
be expensive to create a space for food
manufacturing and challenging to
meet the minimums needed for
co-manufacturing, said chief opera-
tions officer Zac Rheinberger.

He noted that the company that
became the Dairy Free Co. — Red Lo-
tus — actually got its start in the
kitchen. The Dairy Free Co. is a “great
company,” Rheinberger said, and its
focus on clean products is aligned
with the Food Hub’s values.

Cleveland is a good city for food mak-
ers, Rheinberger said, because there’s
easy access to ingredients through the
port, the rail yard and the highways —
and those options are available for com-
panies to ship their products to custom-
ers, too. And, he added, the region
supports local businesses.

Rachel Abbey McCafferty: (216)
771-5379, rmccafferty@crain.com

Keeping the doors open during the down months
City, county and state programs aim to help restaurant industry that was battered by COVID-19

BYKIM PALMER

As overnight curfews and cold tem-
peratures continue, and widespread
vaccinations remain a long way off,
the traditionally slow January/Febru-
ary period for the restaurant industry
is looking rougher than usual.

The Ohio Restaurant Association
has advocated for months for federal
restaurant relief programs that to
date have not materialized. In the
place of federal aid, state and local
governments have stepped in to pro-
vide restaurants with the funding
needed to survive.

“The most recent stay-at-home ad-
visories ... put our members on their
heels,” said John Barker, the restau-
rant association’s president and CEO.
“We have members who are down
70% versus the same period a year
ago for 10 months.”

In an effort to help restaurants that
serve alcohol, the state of Ohio last
year offered a one-time, $2,500 re-
bate to all its 15,488 liquor permit
holders. But as of mid-January, only
70% of eligible businesses had taken
advantage of the program, leaving on
the table $11.6 million of the $38.7
million budgeted for the fund.

“The state is really trying to give out
that money, but there are a number of
establishments that have closed
down,” Barker said. “It is a difficult
number to pinpoint because some
people have just kind of gone dark”

The exact number of Ohio restau-
rants permanently shuttered due to

pandemic closures is unclear, he said.

In December, Cuyahoga County
announced a Restaurant Stabiliza-
tion Fund Grant program aimed at
full-service restaurants with less than
$8 million in revenue and limit-
ed-service restaurants with less than
$12 million in revenue and with at
least 25% of local employees. Eventu-
ally, about $1.7 million in grants of
$10,000 were awarded to 168 restau-
rants across the county. Of the recip-
ients, 135 are in low- or moderate-in-
come census tracts, 66 are
women-owned and 64 are minori-
ty-owned businesses, ac-
cording to the county. More
than 800 restaurants ap-
plied.

With about 3,000 restau-
rants in Cuyahoga County,
and about 20% of Northeast
Ohio’s economy specifically
related to the hospitality in-
dustry, the sector is critical
to the regional economy,
said County Executive Armond Bud-
ish.

“Restaurants are an important part
of our identity, and we knew they
were being hit the hardest in terms of
economic impact and loss of reve-
nue,” Budish said.

The county’s restaurant initiative,
and a small business stabilization grant
and loan program for businesses with
fewer than 500 employees, was con-
ceived and set up in a matter of weeks
to help businesses that programs such
as the Small Business Administration’s
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Paycheck Protection Program (PPP)
and the Federal Reserve’s Main Street
Lending Program could not.

“We came up with a program that
originally provided loans or grants
and we were overwhelmed with ap-
plications,” Budish said. “From that
experience, we found that for most, if
not all the applicants, the loans were
not sufficient. We switched to a grant
program so that we could address as
many of the restaurants as possible”

The city of Cleveland also created
funds designated to help smaller
restaurants, particularly as a second

POSSIBLE.”

— Armond Budish, Cuyahoga
County executive

wave of new coronavirus cases col-
lided with winter temperatures. The
city’s Department of Economic De-
velopment awarded 161 Emergency
Working Capital Loans, totaling
nearly $1.6 million, to small restau-
rants, and it reports it’s in the process
of working on loans for an additional
21 businesses.

A city-funded Winter Restaurant
Operations Support Grant program
was created late last year to give up to
$5,000 to businesses for winter oper-
ations such as fire pits, outdoor heat-

“WE SWITCHED TO A GRANT
PROGRAM SO THAT WE
COULD ADDRESS AS MANY
OF THE RESTAURANTS AS

ers, awnings and plastic igloos. By
January, 76 grant application recipi-
ents were approved for a total
amount awarded of $380,000. The
city is still accepting applications for
the $500,000 program.

The county and city programs have
been successful for businesses in
need of funding, in part because they
have less-stringent requirements than
many of the federal programs. How-
ever, the pandemic has put a focus on
the critical need for the businesses to
create a sound financial structure,
said LaRese Purnell, managing part-
ner at CLE Consulting.

“Having to scramble to
find financing in an emer-
gency will make you reset
and re-evaluate what’s im-
portant,” Purnell said.

CLE Consulting and Pur-
nell are the operations
manager of GlenVillage, a
retail incubator at East
105th Street and Ashbury
Avenue that’s part of Mayor Frank
Jackson’s Neighborhood Initiative.

The city invested $1.4 million in
GlenVillage and multiple food ser-
vice businesses — Vitimin Kandie,
Pipe ‘N Hot Grill, Black Box Fix and
Cleveland Cold Brew — in January
2020, right before COVID-19 shut-
downs significantly curtailed foot
traffic in the area near the Louis
Stokes Cleveland VA Medical Center
and University Circle.

Purnell said the GlenVillage busi-
nesses, though new, were able to apply

for the financial assistance programs.

“We were able to make sure they
had payroll in place, and their finan-
cials in order, and it put them ahead
of the average small business,” Pur-
nell said. “They were able to take ad-
vantage of those funding opportuni-
ties.”

A lot of businesses in the restau-
rant industry, he said, just were not
prepared to provide the paperwork
needed to get a loan or grant, and
many smaller businesses do not even
know how to go about searching for
those resources.

“It becomes an intimidation fac-
tor,’ he said. “They do not know
where to go to get an accountant or
what questions to ask.

From Jan. 26-29, GlenVillage is
taking part in Eat & Explore Cleve-
land, a Cleveland Neighborhood
Progress and Destination Cleveland
program designed to boost business-
es — and restaurants in particular —
throughout city neighborhoods. Pur-
nell said he sees Eat & Explore as a
relaunch for the GlenVillage busi-
nesses and that the marketing value
is another creative resource the city
and local organizations can provide
for the battered restaurant industry.

“These community funding organi-
zations need to pivot just like our busi-
nesses have,” he said. “They need to
think differently about the resources
they provide to help businesses, too””

Kim Palmer: kpalmer@crain.com,
(216) 771-5384, @kimfouroffive
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MMI Textiles to bring some
manufacturing in-house

Westlake company plans new facility in North Carolina

BYRACHEL ABBEY MCCAFFERTY

Amy Bircher Bruyn has been part
the textiles industry since she was
young, and she has owned her own
business in that space for more than
two decades.

But there are always new challeng-
es, and Bircher Bruyn is about to take
one on: She’s in the process of open-
ing her business’s first manufactur-
ing facility.

Bircher Bruyn is the CEO, founder
and owner of MMI Textiles Inc. in
Westlake. The company, which has 34
employees, has worked with partners
to manufacture its products, but the
demand those partners faced for per-
sonal protective equipment during
the height of the pandemic has driven
the need for new solutions. In the first
quarter of 2021, MMI Textiles plans to
open a 30,000-square-foot facility in
Lenoir, N.C., to do some of its own
manufacturing.

Growing up, Bircher Bruyn’s father
and stepmother had been in the fab-
rics industry in the Carolinas. Though
she lived with her mom in Northeast
Ohio, Bircher Bruyn worked in their
dyeing and finishing factory when
she was spending time with her dad.
The textile industry “was in my
blood,” she said.

She moved to California for a
while, selling fabrics for her father’s
company. But when she moved back
to Ohio, Bircher Bruyn decided to
start a company of her own.

Today, MMI Textiles is in its 24th year.
When Bircher Bruyn started it, she was
serving as a rep for textiles companies,
including her dad’s. But the company
quickly grew to include distribution as
customers looked for her to source ma-
terials, such as labels, they needed for
their finished products.

In 2007, Bircher Bruyn acquired
her dad’s textiles business. That was
when the growth really began. Even
through the recession, the company
saw double-digit growth, Bircher
Bruyn said. And through it all, MMI
Textiles didn’t have any manufactur-
ing in-house.

MMI Textiles focuses on innova-
tion, Bircher Bruyn said, consistently
adding product lines and diversifying
the markets it serves. The company
has a strong military presence. A
product for that customer base
spurred the need for the new plant.
The company’s CTEdge product is a
camouflage-printed webbing de-
signed to look more natural than oth-
er products on the market. The exist-
ing product in that space had solid
lines that stood out under night vi-
sion, Bircher Bruyn said. MMI Tex-
tiles came up with a way to weave
yarn in the product to eliminate
those lines, creating a fully U.S.-made
product for that military space.

MMI Textiles has been making the
CTEdge like it makes all its products:
by outsourcing the manufacturing to
trusted partners.

Butin 2020, those partners saw de-
mand for their services increase dra-
matically because of PPE needs cre-
ated by the COVID-19 pandemic.
That was understandable, Bircher
Bruyn said, but MMI Textiles still
needed their product.

“So we’ve made the decision to in-
ternalize the manufacturing” she
said.

MMI Textiles will be making its MultiCam
Printed Narrow Fabric products, seen
here, at its new facility in North
Carolina. | CONTRIBUTED

According to a
news release, the
company will hire
employees and ac-
quire equipment
for the new facility.
In addition to MMI
Textiles, a printer
the company
works with will
rent space in the
building, creating an efficient workflow.

To start, MMI Textiles will solely
manufacture the CTEdge product in
North Carolina. But Bircher Bruyn
said the plan is to add other military
products and, possibly, commercial
products.

“But we're taking it one step at a
time,” she said.

Other plans include growing MMI
Textiles’ presence in Latin America
with a new distribution facility. Lo-
cally, Bircher Bruyn is looking for a
new home in the Cleveland area for
the company’s office and distribu-
tion space.

Once the new plant in North Caroli-
na is up and running, Bircher Bruyn
expects about 20% of projected reve-
nue for the year to come from products
MMI Textiles will manufacture itself.

MMI Textiles saw sales of $25.8 mil-
lion last year, Bircher Bruyn said, an in-
crease of 37% that she attributed to PPE
products. The company previously had
a presence in the medical market, but
more so in woven goods such as blood
pressure cuffs. The company relied on
its relationships to quickly expand into
the non-woven products needed for
face masks and gowns, she said.

MMI Textiles is an “innovative”
company, said Kimberly Glas, presi-
dent and CEO of the National Coun-
cil of Textile Organizations in Wash-
ington, D.C., of which MMI Textiles is
amember.

Prior to the pandemic, the textile
industry was seeing investments and
productivity gains, as well as record
exports, Glas said. The pandemic
changed all that as customers can-
celed orders and plants shut down.

Then conditions changed again as
governments began to reach out for
help in solving PPE shortages. That was
a “lifeline” for the industry, Glas said.
Today, she estimates that the industry
is operating at about 80% capacity.

Glas said MMI Textiles’ planned
expansion is welcome news amid the
slower economy.
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Bircher Bruyn

Rachel Abbey McCafferty: (216)
771-5379, rmccafferty@crain.com
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Visionary leader leaves
enduring legacy at UH

By JUDY STRINGER
Crain’s Content Studio-Cleveland

Thomas F. Zenty III retires from
University Hospitals this month
after nearly two decades at its helm.

To say Zenty leaves the Cleveland-
based health care system “better
than he found it” — as the classic
adage goes — is not necessarily
inaccurate. It’s just inadequate.

“Tom did more than set UH on the
right path,” said Art Anton, retired
chairman and CEO of Swagelok and
currently chairman of the UH Board
of Directors. “He took it to the next
level.”

Zenty drove the transformation of
UH from being a fiscally challenged,
hospital-based medical system to
becoming a regional health and
wellness powerhouse. He shifted the
focus to delivering care “closer to
where patients lived,” said Anton.

Under Zenty’s leadership, UH has
grown from three urban hospitals
to a thriving network, which
upon regulatory approval and

the closing of the Lake Health
transaction, will consist of 24
hospitals, more than 50 health
centers and outpatient facilities,
and over 200 physician offices in
16 counties throughout northern
Ohio. Today, UH employs almost
30,000 caregivers, making it one
of the region’s largest employers.
In December, Lake Health agreed
to join the UH system, assuring
convenient access to the most
advanced health care and services
for patients in Lake County and
surrounding communities.

CULTURE OF INNOVATION

Along with expanding the system’s
reach, Zenty’s tenure is marked by a
culture of research and innovation.

He renewed a long-standing
alliance with Case Western Reserve
University School of Medicine,

a move that Patti DePompei,
president of UH Rainbow Babies &
Children’s Hospital and MacDonald
Women’s Hospital, said has been
instrumental in attracting and
retaining some of the nation’s best
trained physicians and scientists.

“Research opportunities attract
physician-scientists, who want to
not only care for patients today,
but discover new drug, device
and cell-based therapies that will
advance the standard of care and
provide hope for generations to
come,” DePompei said.

Zenty’s commitment to innovation

led to the launch of the Harrington
Discovery Institute at University
Hospitals in 2012, as part of the
Harrington Project for Discovery
& Innovation, an international
initiative to enable advancement of
therapeutic breakthroughs that is
nearing $500 million in funding.

Anton said that while UH historically
had a healthy portfolio of federally
funded research in conjunction

with CWRU, the creation of the
Harrington Discovery Institute
brought in private research dollars
and expertise in therapeutic
commercialization.

“And, because the Institute has

an affiliation with Oxford University
in the U.K,, it’s given UH an
international reputation in drug
discovery as well,” he said. UH
currently has nearly 3,000 active
clinical research studies underway.

COMMITMENT TO COMMUNITY

Zenty also championed the
leveraging of UH’s growing
prominence to address economic
disparities. He worked closely

with DePompei in the conception,
capital fundraising and opening of
the $26 million UH Rainbow Center
for Women & Children. The new
facility is in Midtown to meet the
needs of the city’s under-resourced

SPONSORED CONTENT

Thomas F.
Zenty Il

neighborhoods and ultimately
improve health outcomes among
Black children and their mothers.

“Tom knew from an operational
standpoint the UH Rainbow Center
would not be an income generator
for the system,” DePompei said,

“but he threw his support behind

it 100%, because he innately
understood that it was the right thing
to do as an investment in the health
and well-being of our community.”

Zenty’s desire to benefit the
community even extended to how
the center was built, she added.

He saw to it that local construction
crews, as well as minority and
women-owned businesses, would
be part of the project.

Both DePompei and Anton called
Zenty an “intelligent, thoughtful
and visionary leader” who, they
said, will leave an indelible
footprint on the history of UH and
has positioned the incoming CEO,
Dr. Cliff Megerian, for success.

“Tom would, however, be the first

to say that his tenure is just one
moment in time and that UH is
never about one person or one
leader, it’s really about the collective
team,” DePompei said. “So, [ am
proud and grateful to have been a
part of his team.”

This advertising-supported feature is produced by Crain’s Content Studio-Cleveland,
the marketing storytelling arm of Crain’s Cleveland Business. The Crain’s Cleveland
Business newsroom is not involved in creating Crain’s Content Studio content.
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Duo preps plan for paint stores
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Through paintCLE, Richard and Matt Warren plan to open the first of several stores dedicated to Benjamin Moore paints and related
products. The first store will debut in February in Willoughby Hills. | cONTRIBUTED PHOTO

Benjamin Moore location will open in February in Willoughby
Hills, the first of several planned by Richard and Matthew Warren

BYSTAN BULLARD

Richard Warren, who has a deep
background in office furniture sales
and commercial real estate, and his
son, Matthew, are starting to realize a
long-term goal of launching a busi-
ness together.

Together they have formed paint-
CLE to launch the first store of what
they envision as a group of retail out-
lets selling Benjamin Moore paint in
the Cleveland area.

The first store is set to open Feb. 15
in a shopping center at 2747 SOM
Center Road in Willoughby Hills. The
two also are negotiating for a second
store in a few months in an eastern
suburb they wouldn’t identify be-
cause they have not yet signed a lease.

It's ambitious to open a chain of
Benjamin Moore stores in Cleveland,
the corporate headquarters of Sher-
win-Williams, the world’s largest
paint and coatings company in 2019
in terms of revenue, since it means
competing with the ubiquitous chain
of corporate-owned Sherwin-Wil-
liams paint stores.

The soft-spoken Warrens don’t
seem like daredevils. But many might
see them as such.

However, the elder Warren sizes
up the prospect differently.

“Paint is a very large market,” he
said. “We’ll have a quality product to
sell, and we will service it like a local
operator.”

Matt Warren said he grew up see-
ing his father’s experience as an en-
trepreneur and always wanted to
own his own business, especially
through working with his father.

Richard Warren is technically
coming out of retirement after a long
business career to launch paintCLE.
He  previously owned  War-
ren-Chaney Office Furniture here,
which was sold in 2011 to Naperville,
Ill.-based Office Max Inc., now part of
Office Depot.

The elder Warren also was one of
the owners and the manager of the
former Cragin Lang commercial real
estate brokerage of Cleveland. The

group sold it in 1992 to Grubb & Ellis
Co., now the Newmark brokerage.
Those and other roles mean the el-
der Warren has decades of commer-
cial real estate and construction con-
tacts throughout the region. They
expect the bulk of their sales will be
to paint contractors and bulk buyers,
with about 20% to retail customers.
Serving as a distributor for Benja-
min Moore appealed to the elder War-
ren because it did not require a fran-
chise. The venture also capitalizes on
their shared backgrounds in market-
ing and business-to-business sales.

"HAVE YOU EVER BOUGHTA
SHIRT ONLINE AND FOUND
IT WAS NOT THE SAME
COLORAS IT LOOKED ON
YOUR COMPUTER OR
PHONE? PAINT IS THE
SAME WAY.”

— Matt Warren, co-founder of paintCLE

The younger Warren serves as
paintCLE’s general manager running
the stores, while both focus on sales.
Richard Warren’s title in the outfit is
— and they are serious about it —
chief promise keeper.

The new store and future stores
will be designed not to disrupt sales
of existing distributors in the region
and ACE hardware stores that carry
Benjamin Moore products.

In a phone interview, Kelly Bye,
regional sales director of Benjamin
Moore’s U.S. central region, said he
is excited about the Warrens’ under-
taking.

“They came to us with a solid busi-
ness plan,” Bye said. Benjamin
Moore, based in Montvale, N.J., is
owned by Berkshire Hathaway Inc.
and only sells through distributors.

While Northeast Ohio has no dedi-
cated Benjamin Moore stores, Bye
said they are common around the
country. He noted there are large
multi-unit operations in several other

large metropolitan areas, including
one in Chicago with 40 stores. With
new operations, Bye said it studies the
local market to ensure they will not
oversaturate existing distributors.

The company sells through 7,500
independent stores in the United
States, according to Kelly Sinatra, a
Benjamin Moore spokeswoman.

As part of Omaha, Neb.-based Berk-
shire Hathaway Inc., it does not dis-
close unit sales figures and declined to
discuss sales trends, although Sinatra
noted the pandemic-driven increase in
painting by do-it-yourselfers has bene-
fited the brand.

In addition to paint, the paintCLE
store and future additions will sell
Wooster and Corona brushes and as-
sociated equipment.

Plans call to locate stores no closer
than 15 minutes from each other, so
they will serve neighborhoods with a
shorter drive than the nearest big-
box home improvement store.

Although brick-and-mortar retail-
ers have been decimated by the reces-
sion and rising online sales, Richard
Warren said he believes paint is in the
category of items that customers need
to pick out personally. The stores also
will have a 100-square-foot confer-
ence center for architects and interior
designers to roll out their designs as
they make color selections.

“Have you ever bought a shirt on-
line and found it was not the same
color as it looked on your computer
or phone?” Matt Warren asked.
“Paint is the same way.”

In a Zoom interview, the father
and son agreed on most things, ex-
cepthow large they want paintCLE to
become.

The short-term goal is for five
stores within five years, Richard War-
ren said.

However, Matt Warren said he
hopes to launch more over the long
term, although the plan calls for fu-
ture additions to be made after the
initial two stores are established.

Stan Bullard: sbullard@crain.com,
(216) 771-5228, @CrainRItywriter



REAL ESTATE

Liberty Home Mortgage
buys a home of its own

Company will move 100-plus staffers to Independence

BYSTAN BULLARD

Khash Saghafi has fond memories
of sledding on Oak Tree Boulevard in
Independence as a boy growing up in
adjoining Seven Hills.

The owner of Liberty Home Mort-
gage Corp. is about to start a new set
of memories in that vicinity, although
he now lives in Broadview Heights.
He recently bought the four-story
building at 6225 Oak Tree for $4 mil-
lion as a new home for his growing
company.

After substantial renovations, most
being designed to improve what
Saghafi calls the “employee experi-
ence,” he plans to move about 140 of
his head office staff — administra-
tive, accounting and underwriting
personnel, as well as loan processors
— to the 41,000-square-foot struc-
ture. Another 80 staffers are off site
serving as mortgage bankers finding
clients in 35 states.

With the mortgage business in
overdrive because of low interest
rates and a generational surge in
home-buying, he expects to add as
many as 200 staffers during the next
few years if things go as planned.

In any case, Liberty Home needed
the space, as it had outgrown its
12,000-square-foot suite nearby at
the Freedom Square office complex.

Saghafi said his employees, like
most office workers, are laboring
from home because of the pandemic.
But he’s certain when that ends,
they’ll be back in the office, even
though he feels productivity has in-
creased dramatically since February.

“You need an office to instill culture
and values,” Saghafi said. “When you
bring in someone new, they really
have to be in an office setting for three
to four years learning the business be-
fore they can really work remotely.”

That’s where his plans for ameni-
ties come in, along with serving as an
antidote for the stress that comes
with working in home lending.

Liberty will have a bowling alley, a
steam room, its own cafe and even a
first-floor wrestling room at the new
headquarters. That’s right, a wres-
tling room. It will be large enough for
two 42-foot-by-42-foot wrestling
mats, he said, and “will be both for
employees and the community, such
as area wrestling teams.”

Wrestling has been a big part of
Saghafi’s life. He wrestled from grade
school through graduation from Nor-
mandy High School and became a
walk-on at Oklahoma State Universi-
ty’s well-known wrestling program.
These days, he’s an assistant coach
for the Brecksville High School wres-
tling team.

Working with  high-achieving
wrestlers, he said, gave him the focus
and drive for succeeding at his busi-
ness today, as well as through a 20-
year career in mortgage banking.

Saghafi, a biology major in college,
got into mortgage work through a
friend instead of getting the medical
degree his parents wanted him to
pursue.

Today, Saghafi said Liberty grows
because of a singular focus on sin-
gle-family residential, primarily own-
er-occupied, homes. It eschews high-
risk loans or commercial properties.

Saghafi promotes the business

Maureen Anter-Ressler, a senior associate
at Passov Real Estate Group, and Khash
Saghafi are shown in the Independence
building Saghafi bought for his mortgage
banking concern. | CONTRIBUTED

with a few billboards — his photo
and the company’s name — that
serve as branding for Liberty. He also
speaks at least twice weekly to groups
of lawyers and real estate people who
need continuing education credits.

When Saghafi started his search
for a building of his own two years
ago, he told his agent, Maureen
Anter-Ressler, a senior associate at
Passov Real Estate, that he wanted it
to be near Rockside Road between
Brecksville Road and the western
boundary of Independence.

“That’s where I believe you have to
be,” he said, for ease of access for cus-
tomers and employees. It’s also a
pretty narrow search area.

Anter-Ressler said in a phone in-
terview that she prevailed on Saghafi
to look at locations as far south as
Richfield. But fate intervened last
year when 6225 Oak Tree was vacat-
ed by Goodyear Aerospace and the
prior owners, a real estate company
based in New York City that took the
building’s street address as its name,
and the building was up for lease.

“It's an empty building,” Saghafi
said, noting he told his agent, “Ask if
they will sell it

Abram Schwartz, a senior vice
president at Lee & Associates in Pep-
per Pike, said Saghafi and Anter-
Ressler’s drive won the deal for them,
not to mention making the highest
offer for it.

“We had other prospects, includ-
ing companies from downtown
Cleveland who wanted to buy it, but
they did not move as fast as Liberty,”
Schwartz said.

For her part, Anter-Ressler said
she hopes that Liberty’s purchase en-
courages other companies to look at
buying their own office buildings — if
they can find one available.

As everyone expects the hot resi-
dential market to slow down eventu-
ally, especially when interest rates
someday rise from record lows,
Saghafi has his own viewpoint on
that.

“When interest rates were 15%,
people still bought homes,” he said.
“They find a way to do it because they
want a good place to live”

While business offers many roll-
er-coaster experiences, Saghafi said
he expects Liberty will continue to
have staff and need the space, regard-
less of the state of the housing market.

Stan Bullard: sbullard@crain.com,
(216) 771-5228, @CrainRltywriter
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Reducing Real Property Tax Assessments
Throughout Ohio And
Across The United States

When you hire Sleggs, Danzinger & Gill,
you work directly with Sleggs, Danzinger and Gill.

Each client is directly represented at all levels by a Partner of the firm with a combined
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Our clients deserve the very best representation, so we structured our firm to
allow each client, throughout the entire process, to work directly with Todd Sleggs,
Robert Danzinger and Steve Gill. Our philosophy is to work cooperatively with school
district and county officials to ensure that our clients pay the lowest possible real
property tax obligations. If a fair resolution requires litigation, Sleggs, Danzinger
& Gill have the depth of trial and appellate experience to handle the most complex
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centers, warehouses, office buildings, hotels or any other type of commercial
property, the attorneys at Sleggs, Danzinger & Gill will ensure that you receive the
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Most importantly, Sleggs, Danzinger & Gill wishes everyone continued health as we
navigate through the Covid-19 pandemic.
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Robert K. Danzinger, Esq
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CLEVELAND MAYOR
FRANK JACKSON SAID LAST
TUESDAY, JAN. 12, THAT THE

OPINION

VACCINES ‘
o —

EDITORIAL

Infrastructure weak

might have put too much pressure on 2021 to rescue us

from the mess of 2020. Rioters who put our democracy
under threat are responsible to a large degree, but so is the
slow pace to date of distribution of the COVID-19 vaccines
— the major factor in our expectation that this year would be
so much better than last.

There’s plenty of blame to go around, starting at the federal
level and extending down to state and local governments.
We're still early in this, though, and there’s time to get on a
stronger trajectory for vaccine distribution, provided our gov-
ernment officials do a better job of communicating — both
among themselves and to the public — and facilitate the
smooth integration of the
private sector into the effort.

The early results, though,
are frustrating.

Cleveland Mayor Frank

l ess than three weeks into the new year, it looks like we

Whoq); uy ="
This line is only
for 80 and older...

CITY HAD ADMINISTERED

LESS THAN 30% OF THE 6,500
COVID-19 VACCINE DOSES IT

Jackson said last Tuesday,
Jan. 12, that the city had ad-
ministered less than 30% of
the 6,500 COVID-19 vaccine

INFRASTRUCTURE FOR THIS."

CLEVELAND BUSINESS

I figure
T'll be there

by the time
you get to me,

@21 cBAINT
CleVelANp BYSINESS

— and moving quickly is not generally one of its strengths —
isin the opening of other vaccination locations and the estab-
lishment of a web portal at the Cleveland Department of Pub-
lic Health for people to sign up for a vaccine.

But building better distribution infrastructure doesn’t go
very far when supply is inadequate. And, as Ohio Gov. Mike
DeWine noted last Thursday, Jan. 14, “The big picture on vac-
cines is that we do not have enough.”

The state has vaccinated more than 360,000 Ohioans, rep-
resenting about 72% of the vaccines it has received from the
federal government. Not great, but not terrible.

A bigger challenge awaits. Phase 1B of COVID-19 vaccina-
tions is set to launch this week, with residents age 80 and old-
er eligible immediately. (Younger groups of Ohioans become
eligible in subsequent weeks.) DeWine said the state is dis-
tributing about 100,000 vaccine doses this week. Those eligi-
ble now will need to turn to a hospital, clinic or pharmacy to
find a venue with available supply and appointment slots.

“This is going to be a work in progress as we work our way
through this and try to deal with the scarcity issue,” DeWine
said.

Northeast Ohio’s big three hospital systems — Cleveland

HAS RECEIVED SINCE LATE doses it has received since  Clinic, MetroHealth and University Hospitals — are provid-
DECEMBER, A SLOW late December, a slowrollout  ing vaccines for eligible patients, hosting vaccination clinics
ROLLOUT THAT HE SAID WAS that he said was because and expandingappointments. DeWine said the state will start

" , “there’s no infrastructure for  listing vaccination locations at coronavirus.ohio.gov. Retail-
BECAUSE “THERE’S NO this” He added, “There are  ers and pharmacies will play a key role in the information

pronouncements at the state
and federal level over what is
to be done, but it’s up to the locals to figure out how to do it
He’s not wrong, but as Jackson is fond of saying, it is what it
is, and the city will have to pick up the pace of building that
infrastructure. This isn’t easy, but it’s a challenge all munici-
palities knew was coming. There are positive signs for the
city’s efforts to expand vaccination to residents beyond the
state’s top-priority groups, which include health care work-
ers, first responders, and residents and staff of group and
nursing homes. Vaccines are being administered at Public
Auditorium downtown, and the city is preparing a mobile
vaccination unit. Where the city needs to move more quickly
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flow. Last week, for instance, Meijer announced that resi-
dents could send a text to register to receive a COVID-19 vac-
cine, or they could go online or simply visit a pharmacy. Oth-
ers are doing the same. The lesson: Make it as easy as possible
for people to get information.

Ohio is not alone in experiencing problems with vaccine
distribution. This is a time for government at all levels to re-
double efforts to combat what remains our biggest challenge
to returning to (somewhat) normal life. David Kessler, a co-
chair of incoming President Joe Biden’s COVID-19 advisory
board, said last week there is an “enormous opportunity for
the country to come together.” It requires the best work of ev-
eryone to get there.

RICH WILLIAMS FOR CRAIN'S CLEVELAND BUSINESS

Write us: Crain’s welcomes responses from readers. Letters should be as brief
as possible and may be edited. Send letters to Crain’s Cleveland Business,

700 West St. Clair Ave,, Suite 310, Cleveland, OH 44113, or by emailing
ClevEdit@crain.com. Please include your complete name and city from

which you are writing, and a telephone number for fact-checking purposes.

FROM THE GROUP PUBLISHER

As we prepare for
a brighter 2021,
an introduction

As we turn the page on a year that
many of us would like to forget, we here at
Crain’s Cleveland Business are focused
and ready for a brighter 2021. We hope
you are too.

We continue to strive to be your most
important news and information resource
— keeping you up to date on the best and
most relevant information on what drives
this great economy here, while also giving
you the tools you need to succeed.

It is with this mandate that I introduce
myself to you as the new Group Publisher of Crain Communi-
cations’ “city-book” publications in Chicago, New York, De-
troit and, of course, Cleveland.

I'm assuming the position held for the last two-plus years
by Mary Kramer, one of Michigan’s top journalists, whose
award-winning career included many years helming Crain’s
Detroit Business before paving a new, successful path for the
Crain city books as they aggressively navigate the digital age.

Let’s make no mistake. I'm attempting to fill some big shoes.

Under Mary’s steady hand, the Crain city books, including
Crain’s Cleveland Business, are stronger and reaching more
readers and serving more business partners than ever before.
She is leaving the publications in spectacular shape. We are
more ready than ever to capitalize on the changes in the me-
dia landscape, and I'm honored to take the baton.

The good news is Mary is not leaving Crain. She is moving

into a new role working on ex-
citing, big projects for Crain WE UNDERSTAND
Communications, continuing
to report to Crain Communica- THE TREMENDOUS
tions CEO and Crain’s Detroit TRUST OUR READERS
Business Publisher KC Crain.
AND BUSINESS
PARTNERS PUT INTO
US EVERY DAY.

Jim

Look for more big news from
Mary in the coming weeks and
months.

As part of the changes in
leadership, I'd also like to an-
nounce that Lisa Rudy, associate publisher of Crain’s De-
troit Business, will expand her duties to manage the day-to-
day operations of Crain’s Detroit. Lisa has spent the last 18
months working not only with Crain’s partners in Detroit,
but also Cleveland and New York, helping set all three pub-
lications on stronger footing.

In Cleveland, under Publisher Mike Schoenbrun and Exec-
utive Editor Elizabeth McIntyre, we are dedicated to deliver-
ing the best fact-based reporting and editing and new prod-
ucts to readers and business partners alike. Our mission to
provide exclusive journalism from the best newsroom in the
region will only grow stronger in 2021 and beyond.

This is an extraordinary time to be in the media business.
We understand that change is constant in our industry. And
we also understand the tremendous trust our readers and
business partners put into us every day.

That’s why we continue to get smarter about how we deliv-
er our content to readers and are working hard to refine our
platforms so that we successfully meet the challenge of the
changing needs of our readers as technology evolves.

Additionally, we are listening to our business partners as
they continue to look for ways to solve their unique problems.
We are committed to be the right resource to help them navi-
gate this more competitive landscape.

We know the last year has been tough. But we also know
that from difficult times in the past, new opportunities arise.
We know that 2021 will be better and stronger. And that great
things lie ahead for Cleveland.

We thank you, always, for taking us with you on your journey.

Sound off: Send a Personal
View for the opinion page to
emcintyre@crain.com. Please
include a telephone number
for verification purposes.



PERSONAL VIEW

OPINION

The digital presence:
anew year, a new you

BYSCOTT ALLEN AND MARIA SORIANO YOUNG

Many Northeast Ohioans are 10 months into the “work
from home” life and may continue to be home-based for at
least the first part of 2021. While many are eager to return to
in-person work, even when businesses and offices begin to
bring employees back together, some elements of digital
work — like large team meetings over Zoom, Microsoft
Teams, Google Meet, etc., and replacing work travel with
electronic sessions, for instance — will
probably stick around. Your digital
presence will likely continue to be a
priority — whether it’s leading, selling,
teaming, interviewing or networking.

To illuminate the areas of digital
presence and presenting that should
be prioritized and intentionally de-
signed, we spent the spring and sum-
mer researching and speaking with
leaders to inform our new book,
“Captovation: Online Presentations
by Design.” The book explores topics
such as setting, technology, delivery,
slide design and online participa-
tion, with a goal of prompting you to
examine your current practices to

Allen is an associate professor of
management at John Carroll
University, and Soriano Young is the
writing center director and
coordinator of teaching for graduate
assistants at John Carroll.

point should be easily and quickly understood. Visual aids
are essential accompaniments to your presentation and
serve important purposes — they spark conversation and
thought, illustrate crucial points, highlight ideas and pro-
vide visual variety from the text.

However, visual aids must be intentionally designed.
If they're too simple or uncontextualized, audiences will
be confused about their relevance. If they're too com-
plex or unreadable, the audience’s attention will wander
to the 100 other items to which they
could attend.

As you design, the most import-
ant principle to remember is that
your slides accompany your presen-
tation. Thus, choose your material
carefully so your audience’s atten-
tion is on you for as much of the time
as possible.

Delivery

Perhaps the most challenging
component of presenting and com-
municating online is eye contact,
which is just as difficult for the pre-
senter to adjust to as the audience.

improve or adapt your own presen-

tation methods for online delivery. Now that 2021 is here,
it’s critical to have a few key concepts top of mind to craft
your digital presence with intentionality. The following
are five online presentation considerations for 2021.

Setting

Simply put, your environment is the new first impres-
sion — for better or worse. While working from home,
you are letting clients, senior leaders and co-workers
into your space, as opposed to entering another per-
son’s or organization’s space.

Designing a home setup that is professional and best
complements your brand is an investment, either finan-
cially or with the time it might take to clear and organize
the space you have available. Your area should be clean,
warm and well-lit. People tend to go one way or the other
here, plopping down in front of the whitest wall in their
house or setting up in the middle of their messy kitchen (or
a clothes closet, or even a bathroom ... and, yes, we have
seen people presenting online in both of those settings).

When you choose and design your space, you need to
think about the first impression you would like to make.

Technology

The days of saying, “My internet connection is slow,”
or “My computer is so old” have long passed. Many have
heard colleagues and other professionals use this ex-
cuse for months. Stop!

Leaders who have not yet fixed their chronic issues with
connectivity, sound and lighting are beginning to look in-
competent and unprofessional. Three steps to take right
away to ensure that all of your presentations and meetings
are visible, audible and accessible from your end:

1. Connect your router/modem directly into your
computer;

2. Purchase a microphone or high-quality headset; and

3. Do your best to ensure that your lighting is consis-
tent (regardless of the time of day).

These easy steps will help you maintain consistent
connectivity and allow your audience members to see
and hear you as clearly and crisply as if you were sitting
across the table.

Slides

For those presenting to senior leaders, potential clients
or colleagues, give special consideration to your slide deck.
Does each slide have a purpose? Like a billboard, the main

You do not want your audience
members to look up your nose or down at your fore-
head, nor do they want to watch you look off to the side
for 45 minutes if you are using two screens.

In this new medium, think of yourself as a newscaster.
Camera placement is crucial. Whether you have an ex-
ternal webcam or are using the camera embedded in
your laptop or tablet, the camera eye must be level with
your eyes and directly in front of you. Eye contact in this
medium means that you look directly into your camera
lens — not at the computer screen.

Participation

While most people are acutely aware of proper eti-
quette when “live,/ new norms are forming for online
meetings and sessions, and we think that they deserve
consideration. Pay close attention to the examples of
your leaders. What are they wearing? Are their cameras
turned on? Are they requesting your participation
through interactive methods like polls, typing material
into the chat box, or using “raise hand” to speak? Whatev-
er your leader is wearing (a collared shirt, a dressier
blouse, a jacket, etc.), wear the same type of attire. If they
are on camera, be sure you are on camera. If they ask for
participation, make an effort to unmute and contribute.
Even from our own experiences, we know how easy it is to
“just try to get a few other things done” during meetings
when someone else is talking. When you are the present-
er, keep that in mind, and try to find captivating ways to
engage with your audience and make their time away
from those “few other things” worthwhile.

Conclusion

Presenting ourselves in a strictly digital format is new for
all of us ... but it’s not all that new anymore. We have spo-
ken with leaders who have formed impressions of employ-
ees who shifted with ease and others who have not. The
reality is that each of us can improve, develop and grow.

Without venturing too deep into the topic of personal
brand, these examples deserve mention, particularly
because these situations left us dissatisfied with the
time spent, as well as doubtful of the presenters’ credi-
bility and preparation.

We do not want you to make those same mistakes, as
far as you can control them. The setting and your tech-
nology matter. Your slides and delivery matter. And your
participation matters. From these recommendations,
begin 2021 by asking yourself this question: “How do I
want others to see me on-screen?”

David Hexter, SIOR
Executive VP
dhexter@naipvc.com
2164550890

Jeffrey Calig, CCIM
Senior VP
jcalig@naipvc.com
b | 216 455 0910

N twitter.com/jcalig
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FOCUS

LEGAL AFFAIRS

Employers grapple with mandatory
COVID-19 vaccination policies

PBY JEREMY NOBILE | For scores of employers, a confounding question today is not so much
whether they can require coronavirus vaccination among personnel legally, but whether
that’s the best action to take at their respective operations — even if it may be the prudent
move for public health and an action protected under the law.

“It's something I refer to as the ‘Jurassic Park’ maxim,” said Chaz Billington, a partner with

Vorys, Sater, Seymour and Pease who specializes in labor and employment laws and human
resources issues, as he prepared to reference a famous line delivered by Jeff Goldblum’s char-
acter in the 1993 film. “Don’t be so preoccupied about whether you can mandate vaccination
that you don’t ask if you should.”

That’s what Billington and lawyers like him are advising companies to consider as they plan
for a year amid the coronavirus pandemic and the future availability of vaccines.
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THE ELEPHANTIN
THEBOARDROOM

Billington

At this time, employers generally
are either strongly encouraging vol-
untary vaccination in lieu of requir-
ing it — usually with a heavy empha-
sis on education and possible
incentivization (like an afternoon off
to get the shot) — or are not yet tak-
ing or publicly stating a position at
all, said Jason Dejelo, a partner with
the labor and employment practice

Hagerty

group at Calfee, Halter & Griswold.

Among those that say they are en-
couraging employees to get vaccines
when they can — but are not plan-
ning to require it — are KeyCorp and
the J.M. Smucker Co.

“We are committed to helping en-
sure the health and safety of our em-
ployees and are actively engaged
with federal, state, local and other




partners to support the continued
rollout of the COVID-19 vaccina-
tions,” Smucker said in a statement.
“While we are not mandating em-
ployees get vaccinated, we will
strongly encourage the vaccine and
support adoption with education
and access to the vaccine through
our health care partnerships at the
appropriate time in the priority dis-
tribution process.

“We will strive to reduce uncer-
tainty and anxiety associated with
the vaccine and help our employees
make the best decisions for them-
selves and their families”

There does not yet seem to be any
examples of businesses requiring a
COVID-19 vaccine as a condition of
employment.

This is seemingly due in part to the

LEREMY VIA ISTOCK

legal hurdles that could arise when
administering a company-mandated
vaccine, which requires complying
with the Americans with Disabilities
Act, state laws and so on. Pre-screen-
ing medical questions could impli-
cate the ADA, for example.

But there’s also simmering worry
among Americans who are reluctant
to get the vaccine, as Smucker refer-
ences.

Some of these legal nuances are
highlighted in December guidance
from the Equal Employment Oppor-
tunity Commission that currently
does not advocate requiring employ-
ee vaccination against COVID-19
carte blanche despite legal protec-
tions in place for employers doing so.

To be clear, an employer generally
could require personnel to be vacci-

nated against a disease like
COVID-19, barring some exemptions
and accommodations. These could
include someone refusing a vaccine
because of religious beliefs, or if a
collective bargaining agreement has
jurisdiction over vaccination proto-
cols for union employees. Outside
these exceptions, a company could
legally terminate an individual’'s em-
ployment if the person does not com-
ply with mandates, Dejelo said. The
precedent here is with employers,
namely hospitals, requiring flu vac-
cines.

Yet a worry among companies is
not over legalities but with possible
blowback from the workforce, which
could impact the bottom line, Bill-
ington said.

With studies showing a significant
portion of Americans currently saying
they’ll refuse a vaccine for several rea-
sons, that becomes a more acute fear.

A survey by the Society for Human
Resource Management (SHRM), for
example, found 24% of respondents
would balk at getting a vaccine if
their employer required it.

“My clients are paying a ton of at-
tention to the downstream employ-
ee-relations effects,” Billington said.
“They don’t want to cause an em-
ployee brouhaha when it can be
avoided with a voluntary program
that can probably be just as effective.”

A Gallup Panel survey released in
December indicated just 63% of
Americans would agree to be immu-
nized against COVID-19 with a vac-
cine approved by the Food and Drug
Administration — the current avail-
able vaccines have received emer-
gency use authorization under the
FDA and have not yet gone through
the typical FDA approval process.
That 63% level is quite shy of the esti-
mated 90% of the U.S. population in-
fectious disease expert Dr. Anthony
Fauciindicated last month that could
need to be vaccinated to reach so-
called “herd immunity” in America.

The combination of the potential
for employee pushback and navigat-
ing the complexities of administering
mandated vaccines is why most com-
panies either don’t yet have a posi-
tion on requiring vaccines or are opt-
ing for a voluntary approach.

“We don’t know what mandatory
vaccinating looks like. We don’t know
the effect on the workplace,” Billing-
ton said. “This all weighs in favor of
cautious planning.”

To be sure, employers in all sectors
are grappling with whether to require
COVID-19 vaccination among staff,
said Tamara Hagerty, state direc-
tor-elect for Ohio SHRM State Coun-
cil, a regional SHRM affiliate, and an
HR leader for Parker Hannifin Corp.

“I view the COVID-19 vaccine
much like the flu vaccine,” Hagerty
said. “Organizations will have them

Considering
mandatory
COVID-19
vaccination?
Some key
details to know

» The U.S. Equal Employment
Opportunity Commission
(EEOC) has confirmed employ-
ers may mandate that employ-
ees receive the COVID-19
vaccine when it becomes
available to them, subject to
certain legally protected
exceptions for disabilities under
the Americans with Disabilities
Act (ADA) and for sincerely held
religious beliefs under Title VI of
the Civil Rights Act.

» Administration of a Food and
Drug Administration-authorized
COVID-19 vaccine to an
employee alone is not a“medical
examination”under the ADA.

» Unlike the administration of
the COVID-19 vaccine itself,
mandatory pre-vaccination
medical screening questions
may implicate the ADA.

» Regardless of whether
vaccination is mandatory or
voluntary, employers can ask or
require employees to show
proof of vaccination.

» Certain mandatory pre-screen-
ing questions may implicate the
Genetic Information Nondis-
crimination Act.

» Employers that mandate the
vaccine may have to accommo-
date employees who cannot get
a vaccine because of a disability.

» Employers that mandate the
vaccine may have to accommo-
date employees who cannot get
a vaccine because of a sincerely
held religious belief.

» If an employer has any
employees represented by a
union, it is likely that the
implementation of any
COVID-19 vaccination require-
ment will be a mandatory
subject of bargaining about
which the employer will have to
negotiate and reach an
agreement with the union
before implementing.

» Employers should consider the
potential for workers’compen-
sation claims should any
employee have an adverse
reaction to an employer-man-
dated vaccine.

» In addition to legal consider-
ations, employers also need to
be prepared for potential
pushback and employee morale
issues associated with mandat-
ing vaccination.

SOURCE: CALFEE, HALTER & GRISWOLD

WORKFORCE

Non-attorney job market
is rolling with changes in
technology, emphasizing
client value PAGE 10

available, but are they going to man-
date them? That is really the big
question right now.”

Parker Hannifin itself declined to
comment on any policies related to
COVID-19 vaccination.

According to surveys by SHRM, as
of December, 61% of employers said
they intend to encourage COVID-19
vaccination but not require it. This
comes as 66% of employers surveyed
by SHRM deemed vaccination as
very or somewhat necessary for busi-
ness continuity.

Hospitals including the Metro-
Health System typically require flu
vaccination as a condition of em-
ployment. The Centers for Disease
Control and Prevention has recom-
mended annual flu vaccination for
health care workers since 1984, de-
cades before mandatory vaccination
became a norm in health care.

However, Dr. Brook Watts, chief
medical officer for community and
public health with MetroHealth, said
the hospital falls into the bucket of
employers strongly recommending
COVID-19 vaccination but foregoing
a mandate.

“We believe the way we are going
to come out of this pandemic is with
vaccination,” Watts said. “There is a
strong sense that these are safe vac-
cines that are going to be a very im-
portant weapon and tool for us to
end the pandemic. We will still have
to do things like masks and social
distancing, but all these things to-
gether are the path out of this”

Watts said she encourages people
to “follow the evidence and the sci-
ence, not the hype,” noting that mis-
information and social media com-
bined are helping cloud judgment
related to vaccination among the
populous. She is quick to remind the
public that polio was eliminated
thanks to vaccines.

Issues in health literacy, the spread
of misinformation and general pub-
lic distrust of everything from the
government to the health care sys-
tem are fueling the anti-vaccination
crowd, Watts said. Dejelo and Bill-
ington see the same trends at play
feeding anxieties among the work-
force.

Good education, Watts said, can
help counter this, in addition to time.
The belief is more people will warm
up to the idea of vaccination as
months go by and its efficacy is fur-
ther proven out in the world.

“We want to be respectful of the
decision-making  process,”  said
Watts. “But science points to this vac-
cine being extremely effective and
very safe, and we are excited about
the opportunity to bring it into the
community as quickly as possible.”

Jeremy Nobile: jnobile@crain.com,
(216) 771-5362, @JeremyNobile
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Non-attorney job market rolling
with changes in technology

Law firms put empha5|s on innovation, client value

BYDOUGLAS J. GUTH

Pandemic-wrought  shutdowns
have had a dramatic effect on the le-
gal services industry, with law firms
nationwide cutting costs through lay-
offs, pay cuts, furloughs and short-
ened seasonal programs.

Earlier this year, technology com-
pany Clio reported a 56% decrease in
requests for legal assistance among
surveyed respondents.

Despite the downturn, firms are
embracing non-lawyer talent strate-
gies fueled by innovation and a re-
newed emphasis on client value.
Paralegals and administrative staff
— the backbone of any modern law
office — are being supplemented by
highly skilled workers capable of de-
veloping and supporting new tech-
nologies.

Larger firms, which today operate
like businesses as much as they do
legal practices, are employing multi-
ple non-attorney executives at the
highest organizational levels. Re-
mote work and the rising “gig econo-
my” are having their own impact,
placing temporary, contract and
freelance workers in projects that can
last years.

Chicago-based Benesch has 143
local attorneys — complemented by
125 legal secretaries, paralegals, file-
room clerks, IT workers, accountants,
marketing team members and others
— working out of its Cleveland office.
Benesch partner and general counsel
Joe Gross said ramped-up activity

has resulted in the return of not only
some furloughed attorneys, but their
support staff as well.

“We had to back off on hiring plans
for new lawyers, but we're still active-
ly recruiting at law schools,” Gross
said. “New lawyers are going to need
legal assistants — that goes hand in
hand”

Adapting

Pivot Growth Partners managing
partner Regina Olbinsky has not seen
a significant staffing downturn among
the smaller family law and estate
planning firms she consults. Thanks,
in part, to COVID-sparked upticks in

“WE'RE GETTING
[CLIENTS] TO OUTSOURCE
ADMINISTRATIVE WORK
TO KEEP UP THEIR
PRODUCTIVITY AND
PROFITABILITY. THAT’S
WHERE I'VE SEEN THE
BIGGEST CHANGE —
OFFLOADING THE
ADMINISTRATIVE STUFF
AND MAKING SURE
IT'S DONE WELL."

— Pivot Growth Partners
managing partner
Regina Olbinsky

those two areas of law, every firm in
Olbinsky’s portfolio increased their
employment rolls in 2020.

“I work with small firms, so it’s not
about replacing a lawyer one-to-one,
or on any other level within the firm,’
Olbinsky said. “Some are for looking
for attorneys, but also need talent like
paralegals and on the administrative
side. Or we're getting them to out-
source administrative work to keep up
their productivity and profitability.
That's where I've seen the biggest
change — offloading the administra-
tive stuff and making sure it’s done
well”

See HIRING on Page 12
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The pandemic of racism and a lawyer's duty

BYANNE SWEENEY

Note to readers: Lawyers have a re-
sponsibility to use their privileged po-
sitions to dismantle racism and other
systems of oppression. You, the public,
consumers of legal
information, cli-
ents of law firms,
litigants in court
rooms, must hold
us accountable to
do this work. The
following  obser-
vations offer us all

a place to start.

Sweeney is

managing COVID-19 con-
attorney for tinues to kill thou-
community sands of people
engagement at across the United
the Legal Aid States and devas-
Society of tate families, with
Cleveland. its enormous im-

pact on Black and

Brown communi-
ties. People of color are infected and
dying at higher rates than white indi-
viduals. Unemployment soars for
Black communities, while it is starting
to fall for white individuals. A study
from Brown and Harvard universities
shows, as a result of the pandemic,
Black children are further behind in
school compared to white children.
The pandemic continues to lay bare
how pervasively racism has infected
every aspect of this country: health
care, employment, education, hous-
ing, wealth and the legal systems.
Lawyers have a special responsibility
for these systems.

On May 25, 2020, George Floyd'’s
murder rattled our collective con-
science. The confluence of COVID-19
disproportionately harming people
of color, with a heightened awareness
of murders, like Mr. Floyd’s, implores
change and compels action. Lawyers
have a special responsibility for these
systems and a role to play in chang-
ing them.

Structural racism was created in-
tentionally, it is perpetuated deliber-
ately, and it persists because of both
action and inaction. For example, al-
though in 1954 the U.S. Supreme
Court held “separate but equal”
schools unconstitutional, and in
1991 the Ohio Supreme Court found
the state’s system of funding schools
through property taxes violates the
Ohio constitution, the Ohio Legisla-
ture has failed to comply.

This country needs a period of “de-
construction” to end discriminatory
policies. The urgency is different than
in the past. Yet the enormity of the
task — dismantling four centuries of
racist laws, policies and practices —
still threatens to paralyze white peo-
ple. Lawyers must resist the path of
denial, avoidance and accommoda-
tion, and embrace racial justice now.

Racial profiling, drug laws, sen-
tencing policies, implicit racial bias,
prosecutorial discretion and socio-
economic inequity contribute to ra-
cial disparities at every level of the
criminal justice system. People of
color make up 37% of the U.S. popu-
lation but 67% of the prison popula-
tion. The Sentencing Project has
found that even though Black people
are no more likely to commit a crime
than white people, Black people are
more likely than white people to be
arrested. Once arrested, they are
more likely to be convicted, and once
convicted, they are more likely to
face stiff sentences. A racist “justice”

system suffocates Black people
through incarceration and collateral
consequences. Black people who are
unfairly trapped by the “justice” sys-
tem face health threats, lost opportu-
nities, and denials and rejections
based on criminal background. For
example, a person in prison is two
and a half times more likely to con-
tract COVID-19. A person convicted
of a misdemeanor for possession of
marijuana faces up to 227 collateral
consequences. Despite seeking em-
ployment at rates higher than the
general population, formerly incar-
cerated individuals are half as likely
to get a job and face unemployment

rates five times the national average.

Upon release, a person is poor in in-
come, health and opportunity. And yet
each person released must secure
housing and employment, care for fam-
ily, finish their education, and avoid the
police. Policies and practices that dis-
criminate against applicants based on
their criminal record make achieving
these goals a Herculean task and dis-
proportionately affect Black people, de-
spite being no more likely to commit a
crime than whites. Lawyers must do
more to remove barriers for those re-
turning to the community. To avoid
these barriers, some people start their
own business. People of color face ineq-

uity in the process such as limited ac-
cess to capital because of low appraisal
values and credit scores. The Economic
Injury Disaster Loans created in the
pandemic relief legislation should be
responsive to these realities. Instead,
small business owners who have been
convicted of a felony in the last five
years, are currently incarcerated, are on
probation or parole, or are under crimi-
nal indictment are excluded. Lawyers
should challenge such discriminatory
legislation that punishes people who
have been targets of a biased system.

As Bryan Stevenson said in The
New Yorker, and reiterated in a re-
cent event hosted by the Cleveland

Public Library, “The great evil of
American slavery wasn't the involun-
tary servitude; it was the fiction that
Black people aren’t as good as white
people, and aren’t the equals of white
people, and are less evolved, less hu-
man, less capable, less worthy, less
deserving than white people. ... You
can’t understand these present-day
issues without understanding the
persistent refusal to view Black peo-
ple as equals.... The police are an ex-
tension of our larger society, and
when we try to disconnect them from
the justice system and the lawmakers
and the policymakers, we don’t accu-
rately get at it

IN MEMORIAM
DAVID POSTERARO

KJK is deeply saddened to announce that
our Partner, colleague and friend David R.
Posteraro, 68, passed away on Dec. 30, 2020.

Born Nov. 10, 1952 in Manhattan to Lygia and Anthony Posteraro,
David graduated from Fordham University in 1978, attended the
University of North Carolina at Chapel Hill for graduate studies in
English Literature and earned a J.D. from Case Western Reserve
University School of Law in 1981. He practiced law for the majority
of his life in Cleveland, Ohio, with his last 18 years of practice as a
Partner at Kohrman Jackson & Krantz (KJK). David was the Practice
Chair of KJK's Intellectual Property Group and was also Co-Chair of
its Brand Enforcement Group.

“Without question, David was kind, calm, dedicated and the epitome
of a professional and a partner,” said KJK Managing Partner Jon Pinney.
“He was everyone's counselor and always available to listen, advise
and help. The firm would not be where it is today without him.”

David was active civically, serving as a Past President and General
Counsel of the AIDS Taskforce of Greater Cleveland, Governor of
the Human Rights Campaign, Past President and Board Member
of the Consortium of Endowed Episcopal Parishes, and former
Chancellor, Warden and Vestry Member of Trinity Cathedral, where
he remained an active member. David was private and felt more
comfortable behind a book, though his knack for witty one-liners
was well known by friends. David enjoyed cooking, opera, travel
and speaking dreamily about the love of his life (Mitchell). He will be
forever remembered for his love of the arts, rapier sharp wit and the
warmest of hugs.

David is predeceased by his parents and is survived by his loving
husband Mitchell Sotka, with whom he shared his life for 21 years,
and their pup Charlie. In addition, he leaves his brothers Robert
(Elaine) and Anthony Posteraro, David and Mitchell's extended
families, and countless dear friends and colleagues.

In lieu of flowers, please send donations in David's memory to Trinity
Cathedral Episcopal Church, 2230 Euclid Ave, Cleveland, Ohio 44115 or
the Cleveland Museum of Art, 11150 East Blvd, Cleveland, Ohio 44106.

David, we will miss you dearly and hold your memory forever in
our hearts.

KJK
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Video platforms keep the courts ‘rolling’

Cuyahoga County Domestic Relations Court administrative judge is among the early Zoom adopters

BYJUDY STRINGER

In a bid to stay in the forefront of
judicial technology use, Cuyahoga
County Domestic Relations Court
Administrative Judge Leslie Ann Ce-
lebrezze said the court plans to begin
livestreaming videoconference hear-
ings as soon as early February.

The Cleveland courthouse — which
oversees divorces, separations, do-
mestic violence, and child custody
and support filings — was among the
early Zoom adopters following the
March shutdown, moving the bulk of
its attorney meetings and pretrial and
trial proceedings to the virtual plat-
form in early April. Three months lat-
er, Celebrezze issued an administra-
tive order that requires paperwork in
most cases to be filed electronically.

“Now we want to keep the ball rolling
on technology implementation and see
how much we can get accomplished,”
she said, citing webcasts as the nexthur-
dle to “becoming a fully digital court”

“I've watched it done in Texas,
where they are livestreaming their
Zoom hearings,” Celebrezze said. “We

realize the need to have public access
to court hearings, but clearly we can’t
have the public in the courthouse
right now, so livestreaming would be
away to offer access to the public”

The domestic court’s swift move to
virtual proceedings was made possi-
ble in part by a state grant. In April, it
received almost $52,000 as part of the
Ohio Supreme Court’s $4 million
emergency technology fund, ear-
marked to help local courts maintain
continuity of operations in the wake
of the novel coronavirus.

Celebrezze said the grant helped
with the purchase of laptops and
Zoom licenses for the court’s judges,
magistrates and staff. In-house per-
sonnel managed implementation.

“I'have to give kudos to our technolo-
gy department and our court adminis-
tration because they were the ones who
really pushed this forward,” she said.

Cleveland Metropolitan Bar Asso-
ciation CEO Rebecca Ruppert McMa-
hon said other county courts, includ-
ing probate and housing, — as well as
many of the area’s municipal courts
— were also quick to restore opera-

tions via Zoom and other
digital platforms during the
COVID shutdown — many
coming online within the
first few weeks of April. And
while most courts are still
experiencing some lag as a
result of the lockdown and
ongoing pandemic chal-
lenges, virtual meetings
have kept dockets flowing.

“Video technology has absolutely
been a game changer in being able to
keep the courts open and moving
forward as the pandemic has raged
on,” Ruppert McMahon said.

Both women report mostly positive
feedback on video proceedings. Early
on, Celebrezze said, some attorneys
struggled with submitting discovery
electronically, particularly in cases
with a large amount of evidence.

Like litigants, however, lawyers over-
all tend to appreciate the extra time
and convenience afforded by “not hav-
ing to come down to the courthouse,
pay for parking and wait for their case
to be called,” the judge said.

Megan Corsi, an Indepen-

Celebrezze
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dence-based private practice
attorney, said getting clients
to take digital hearings as se-
riously as they do a court-
house visit can be a chal-
lenge. People join the video
calls in T-shirts and hoodies
rather than suits and dress
shirts.

Celebrezze said one of
her litigants was drinking a
beer during a morning virtual hear-
ing. A colleague, she said, conducted
ahearing with a couple sitting in bed.

The informality is reflected in be-
havior, too. Litigants tend to argue
with each other and disrespect judg-
es more often on video calls than
they do in the courtroom.

“I think being in front of a judge, who
is sitting on an elevated bench with a
black robe on, is a little bit more intimi-
dating” Celebrezze said. “Of course, the
benefit of Zoom is that I can mute them.

Corsi believes mediation, in par-
ticular, goes smoother when people
are forced to meet face to face. She
said there “seems to be less immedi-
acy to resolving issues” in a digital

HIRING

From Page 10

Common administrative tasks —
from running QuickBooks to depositing
checks — are mostly done in-house
rather than on a freelance basis. Among
the $10 million-and-below firms that
comprise Olbinsky’s clientele, keeping
this work close is a simple trust issue. As
law firms move client-facing and
back-office functions to the cloud, virtu-
al assistants and remote employees are
becoming more common. Familiarity
with client-management software pre-
pared legal offices for the transition into
remote work, Olbinsky said.

“Nobody used this technology five
years ago — now they all do,” she said.
“That positioned firms well for the pan-
demic. Most had voice-over-internet
phones, or just picked up their handsets
and took them home. This allowed my
clients to work incredibly efficiently”

The legal industry is also harnessing
artificial intelligence to boost productiv-
ity and spend less time on monotonous
tasks. Proponents say Al can flag specif-
ic documents, with machine-learning
algorithms tracking down other materi-
als relevant to a case. Additionally, Al
simplifies contract revision by high-
lighting standard clauses for different
applications. The technology can even
predict legal outcomes, sifting through
years of data to inform practitioners
their chances of winning a case.

“Alis in lawyers’ minds,” said Gross of
Benesch. “It may not be all about pro-
ductivity, but rather helping them draft
briefs and documents or do research.”

Like a business

Meanwhile, corporate legal de-
partments are expanding to support
new business activity and address
complex data privacy laws such as
the European Union’s General Data
Protection Regulation and the Cali-
fornia Consumer Privacy Act.

Larger offices like Benesch are also
hiring or promoting non-lawyer talent
at the executive level, aligning with
trends percolating within the industry
for decades. President and CEO Kevin
Fitzpatrick came to Benesch 35 years

environment. Although video tech-
nology has been used broadly by
Cuyahoga County courts, civil cases
lend themselves more easily to virtu-
al hearings than criminal cases, ac-
cording to Ruppert McMahon.

“When you're looking at criminal
charges, those are much more compli-
cated than civil because of the myriad
constitutional protections that crimi-
nal defendants have about in-person
[hearings] and confronting witnesses,
etc.,” she said. “But there are places on
a criminal side where it works.”

Still, Ruppert McMahon said, the
legal community “like everyone else”
is eager for the day when meeting in
person is safe again.

“For people who are involved in the
practice of trials, there is nothing like
being in a courtroom, face-to-face,
talking with your judge, meeting with
your opposing parties, engaging in
settlement discussions,” Ruppert Mc-
Mahon said. “Everything is at a differ-
ent tenor when it’s done in person.”

Contact Judy Stringer:
clbfreelancer@crain.com

ago with a bachelor’s degree in civil
engineering, establishing the firm as a
go-to construction management con-
sultant for the city of Chicago. Ben-
esch’s Cleveland location installed
former manufacturing exec John
Banks as chief operating officer, high-
lighting the expanded business focus
evident across the industry.

“Every large firm is doing things the
way a business school would teach a
business to operate,” Gross said. “In past
years, lawyers would run their own
practices, but business aspects are now
being done by people with those skills”

According to the Bureau of Labor
Statistics, the median annual wage for
legal occupations was $81,820 in May
2019, with associate-level positions,
including paralegals and legal assis-
tants, accruing over $51,000 annually.
While Cleveland-Marshall College of
Law dean Lee Fisher expects firms to
remain conservative on hiring until
the pandemic recedes, the next wave
of non-lawyer jobs won’t necessarily
require a juris doctorate to obtain.

“Students could be doing docu-
ment review as opposed to jobs
where a JD is required,” Fisher said.
“They don’t need to have a degree,
but they do need those organization-
al, project and technical skills”

Freelancers are supplementing the
existing workforce, allowing workers
to operate from home and employers
to quickly scale up or down. Benesch
contracts out electronic discovery
and research on large cases, and
hires consultants for other projects.

“There’s no guarantee a project
will last for more than a few years,”
Fisher said. “Work ebbs and flows, so
it makes more sense to hire based
upon temporary client needs.”

When hiring resumes in earnest
post-COVID, organizations seeking
skilled workers will fall back on fit
and culture, said Olbinsky of Pivot
Growth Partners.

“It’s the notion of being in a crisis
and what kind of hard decisions you
have to make,” she said. “The corona-
virus has highlighted that. “These are

rn

our values, we have to do this.

Contact Douglas J. Guth:
clbfreelancer@crain.com
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An optimistic year-end review
and 2021 outlook

By THOMAS M. WELSH

past year to attribute the occur-
rence of an unexpected event or
unfortunate outcome as being par for
the course in
2020. During
the pandemic,
businesses have
_ had to shift away
e from existing
. strategic plans
’ and acquisition
g strategies and al-
ter the way they
operate. The past year was no different
for the Cleveland Chapter of the Asso-
ciation for Corporate Growth (ACG)
and its approximately 500 members
engaged in middle-market mergers
and acquisitions and finance transac-
tions. We have missed the in-person
networking and nationally recognized
ACG Cleveland events to which we
have become accustomed, a prime ex-
ample of which was the cancellation of
the 2021 ACG Cleveland Deal Maker
Awards. But as we enter this new year
with optimism for normalcy on the
horizon, I would like to reflect on the
accomplishments of ACG Cleveland

It has been commonplace over the

ABOUT ACG

over the past year in furtherance of
our mission to drive middle-market
growth.

Pivoting to virtual events, we hosted
more than 30 events in 2020, including
panels, happy hours and networking
events, highlights of which included:

 Our ACG Cleveland Women in
Transactions (WIT) Group’s virtual
roundtable titled “Post-Pandemic
Recovery: Surviving and Thriving
Despite Uncertainty;”

« A virtual golf event for ACG
members, followed by a fireside chat
with PGA Tour Professional, Henrik
Stenson;

« 2020 Deal Maker Award winner
Edgewater Capital Partners serving as
keynote panelist to discuss their suc-
cess with “carve-out” transactions; and

o Our annual ACG Cup competi-
tion for college students with M&A
aspirations.

When you combine all of our past
and upcoming events, our special
interest groups such as Women in
Transactions (WIT) and Young ACG,
and other ACG membership benefits,
ACG continues to deliver value to its
members and remains the premier
organization for middle-market trans-
actional professionals. I encourage

prospective members to attend an
event and consider the benefits of ACG
membership.

I would like to thank our corporate
sponsors for their continued support
during 2020 and for adapting alongside
of us with respect to our programming
schedule. Further, I would like to thank
ACG Cleveland’s board of directors
and committee members for their
efforts and contributions this year. It
has been my pleasure to have worked
alongside all of you as current presi-
dent of ACG Cleveland.

In closing, although we will not be
celebrating our deal makers in person
this year, I would like to congratulate
all of the deal makers in Northeast
Ohio who were successful in complet-
ing a deal in 2020 despite the pandem-
ic. This is our largest group of ACG
Cleveland Deal Maker Award winners
yet! Ilook forward to seeing all of you
in person soon.

Thomas M. Welsh is partner at Calfee,
Halter & Griswold LLP, co-chair of the
Corporate & Finance Group and presi-
dent of ACG Cleveland. Contact him at
216-622-8529 or twelsh@calfee.com.

ACG is a global organization focused on driving middle-market growth. Its 15,000-plus members include professionals
from private equity firms, corporations and lenders that invest in middle-market companies, as well as experts from law,

accounting, investment banking and other firms that provide advisory services. Learn more at www.acg.org. ACG Cleveland
serves professionals in Northeast Ohio and has about 500 members. For more information, visit www.ACGcleveland.org.
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Revisiting earnouts in the
COVID-19 era

By MICHAEL D. MAKOFSKY

The purchase price in a
merger or acquisition deal is
of paramount importance.
Beyond the
dollar amount,
however, the
f manner of
payment is
critical as well.
‘ 4y While m.ost
sellers wish to
receive 100% of the purchase price
in cash at closing, an earnout is a
common component.

An earnout allows a seller to
receive a portion of the overall
purchase price after closing if the
target company achieves certain
performance goals. Earnouts are
often employed when a buyer and
seller cannot agree on an overall
value of a company. The earnout can
bridge the divide in that it allows
the seller to receive what they think
their company is worth, if it performs
as expected. Meanwhile, a buyer
“hedges their bet” against overpaying

for a company based on historical
numbers and projections.

The COVID-19 pandemic
has caused much performance
uncertainty. Buyers and sellers may
struggle to determine a company’s
value and purchase price. To address

24 months. As a result of current
economic uncertainties, earnout
periods will likely increase.

3. Control: Since the earnout is often
based on financial performance, a
seller often wants a commitment

“Earnouts are often employed when a buyer and seller
cannot agree on an overall value of a company.”

these uncertainties, there likely will
be an increase in earnouts.

Even without a pandemic, earnouts
can be complicated. Three important
considerations are:

1. Metrics: The criteria used to
determine if a seller has achieved

the earnout. These are often, but

not always, financial terms such as
reaching certain EBITDA, revenue or
new sales.

2. Earnout length: Prior to
COVID-19, the median length
of an earnout period was around

from the buyer that the management
team will be allowed to operate
freely in order to achieve the earnout
payment. This autonomy may not
align with the buyer’s plans and will
need to be negotiated by the parties.
It is reccommended that sellers
and buyers use experienced M&A
negotiators as the complexity of
determining purchase price and
manner of payment increases.

Michael D. Makofsky is principal at
McCarthy, Lebit, Crystal & Liffiman
Co., LPA. Contact him at 216-696-
1422 or mdm@mccarthylebit.com.

Through 30 Years
and more than

650 Investments,
we're proud to call

Cleveland homel

To learn more about Riverside's strategies
to invest in companies ranging from
breakeven profitability up to $400 million
in enterprise value, contact:

Cheryl Strom, ORIGINATION

+1 216 535 2238 cstrom@riversidecompany.com

P
Riverside

50 Public Square, 29th Floor | Terminal Tower | Cleveland, Ohio 44113 | www.riversidecompany.com
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Avoid delays and post-closing
liability in private equity transactions

By CHRISTAL CONTINI and
JASON KLEIN

hile the impact of the
COVID-19 pandemic has
caused the termination or

delay of many business acquisitions,
private equity fund transactions are
making a come-
back and in some
industries, are

at higher levels
than prior to
COVID-19. Now
more than ever,
PE buyers need

to continue to
understand how a
seller’s pre-closing
activities could
affect a PE buyer’s
timing to close a
transaction and
its post-closing
liability.

Two particular issues affecting
private equity transactions post-
COVID-19 are: (1) how to avoid clos-
ing delays because of a seller having
received a loan through the Paycheck
Protection Program (PPP) and (2) how
to protect a PE buyer from potential

operational issues affecting the seller
because of COVID-19.

Avoid closing delays resulting from
the PPP loan

The terms of all PPP loans require
lender consent to certain transactions
involving a PPP borrower. Recently,
the Small Business Administration
(SBA) issued guidance related to lender
consent for change of ownership trans-
actions involving a PPP borrower.

The good news is that the SBA has
taken the common sense approach that
the PPP lender may approve a change
of ownership transaction (generally
speaking, the sale of equity or assets of
greater than 50%) if the PPP borrower
prior to closing submits a loan forgive-
ness application showing use of all PPP
funds and escrows funds with the PPP
lender for the outstanding balance of
the PPP loan. Failure to adhere to this
procedure could cause the acceleration
of the loan and/or cause the seller to
lose the possibility of forgiveness of its
PPP loan.

PE buyers should recognize that
it takes time for a seller to file its for-
giveness application and to finalize the
escrow agreement with its PPP lender.
This “apply and escrow” process should

be taken into account when developing
the closing timeline to avoid unneces-
sary closing delays.

Include buyer protections in the
purchase agreement for COVID-19
related operational issues

Every purchase agreement requires
that a seller make certain represen-
tations and warranties regarding its
business. It is important for a PE buyer
to understand how COVID-19 has
affected the seller’s business. While the
PE buyer will have taken into account
in the purchase price the financial
impact of COVID-19 (if any), the pur-
pose of specific COVID-19 representa-
tions and warranties is to capture how
the seller’s business has changed to
allow a PE buyer to mitigate potential
post-closing liability.

Specifically, we recommend that the
PE buyer include COVID-19 represen-
tations and warranties that address:

« Specific COVID-19 orders that are

in place for the given jurisdictions that
the seller’s business operates.

« Any changes to the seller’s business
since COVID-19 began impacting
business operations in the U.S. (since
around February of 2020).

« Certain developments since February

2020, such as:

» Whether or not the seller has re-
vised its budget or financial projects for
this fiscal year and fiscal year 2021

« Any agreement to modify or defer
customer payment terms, write-offs
of customer accounts, modifications
or deferrals of trade payable terms,
deferrals of payment of taxes, lay-offs,
furloughs, terminations or changes
to the compensation or benefits of
employees

« Any insurance claims made by a
seller, temporary shutdowns or reduc-
tions in workforce, increases in indebt-
edness outside the ordinary course of
business, any material disruption in the
seller’s supply chains
« A listing of all policies related to
COVID-19 that have been adopted by
the seller.

« Certain tax matters listing all actions
taken by the seller outside the ordinary
course of business.

« The number of employees of the sell-
er’s business that have tested positive
for COVID-19 and names of employ-
ees on furlough and temporary leave of
absence (regardless of COVID-19).

With respect to any transaction
where the seller has taken out a PPP
loan, the PE buyer should include a

Labor Team:

Fisher

Phillips

Steven Nobil, Regional Managing Partner
snobil@fisherphillips.com

» Contract Negotiations

 Grievance Arbitrations and Litigation
» Strike Preparation and Representation
+ Collective Bargaining

Melissa Dials, Partner

mdials@fisherphillips.com

Workplace Solutions for Employers

With 400+ attorneys in 36 offices across the U.S., Fisher Phillips is one of the largest firms
in the country representing management exclusively in labor and employment law.

Our Cleveland office has a strong bench of traditional labor attorneys, who regularly provide
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» Unfair Labor Practices

* General Advice

* Mergers & Acquisitions

David Schreiner, Partner
dschreiner@fisherphillips.com

Jazmyn Stover, Partner
jstover@fisherphillips.com

fisherphillips.com | 200 Public Square, Suite 4000 | Cleveland, Ohio 44114

Melanie Webber, Partner
mwebber@fisherphillips.com

covenant in the purchase agreement
stating that the seller will reimburse
the PE buyer for any obligations, costs
or expenses arising from or relating to
the PPP loan, COVID-19 related debt,
or other loans related thereto, as well
as indemnify the PE buyer against any
claims for such amounts.

Whether you are a PE buyer or a
seller, the adage “time kills all deals”
applies to every transaction. To
avoid delaying a transaction in an
ever-changing M&A landscape, both
a PE buyer and a seller should plan
ahead and work together to ensure that
the PPP loan application and escrow
process does not hold up the closing of
the transaction.

Finally, both the PE buyer and seller
should discuss at the beginning of due
diligence how COVID-19 has affected
the operations of the seller so that the
seller can be prepared to respond to the
representations and warranties in the
purchase agreement.

Christal Contini is a member and co-
chair of the Mergers and Acquisitions
Practice Group at McDonald Hopkins
LLC. Contact her at 216-430-2020

or ccontini@mcdonaldhopkins.com.
Jason Klein is a member in the Mergers
and Acquisitions Practice Group at
McDonald Hopkins LLC. Contact him
at 216-348-5817 or jklein@mcdonald-
hopkins.com.
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We Build Businesses: 2020 in Review

We acquire lower middle-market manufacturing and
business services companies serving industrial markets and
provide them with the capital, support and freedom to grow.
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Investment training
for the second and
third generations

By CASSANDRA L. MANNA and
RICHARD W. BURKE

( : onsider this scenario. Mom
and Dad started the business
from the ground up. Over

the decades it has expanded into a

money-making machine. They are

able to sell the business and it results
in a multimillion-dollar payday for
their labors. The excess money has
allowed Mom and Dad to invest

with various financial advising firms,

several fund management groups, and

directly with new startups and joint
ventures. Their experience has made
them savvy investors, with a detailed
understanding of how much to invest,
when, and where. They cannot justify
formation of a full family office with
dedicated investors to manage the
funds, but Mom and Dad have set up

a trust fund for the children to allow

these investments to continue to grow

over the years. Eventually, Mom and

Dad pass. Their children enjoy the

fruits of their labors, and, by the time

the grandchildren are adults, Mom and

Dad’s savvy investments are gone.

How does this happen?

There are many articles, theories, and
research on why a family business or
investment money rarely makes it to
the third generation. However, one
pervasive theme tends to stick out: the
second generation and, in turn, the
third generation, are untrained on how
to manage, invest, grow, and use their
family money in a positive, lasting way.

It makes sense. Mom and Dad had
to learn every nuance of the industry
and how to make every dollar count
- they lived the on-the-job training
that made them savvy investors. The
next generations did not have that
same “hard knocks” experience - they
were taught by Mom and Dad, private
schools and higher education. They did
not have the urgency of making every
dollar count because there were plenty
of dollars available.

So, if Mom and Dad have enough
money to create wealth for generations
to come if it is properly cared for but
they do not have enough to justify the
cost of a full family office, what can
they do to train their children on the
importance of long-term investing for
their benefit and more importantly for
future generations?

A strategic family plan

What if there was an investment
training opportunity for the second
and third generations? Owners of

family-run businesses, startups, or
early-stage ventures are looking for
investors to finance their expansion,
create their new technology, or
develop their next real estate

project. These raises are the perfect
opportunity for young investors to
learn how to conduct direct investing at
low buy-ins and allows them to discuss
the pros and cons of an investment.

A team of experts including the
business owners (Mom and Dad), their
financial advisors and legal counsel can
collaboratively work together to set the
plan into motion.

For example, if a client conducts
a financing raise at $50,000 a share,
Mom and Dad might buy one or two
shares of the company. However,
their children, who are in their 20s
and 30s, most likely, cannot manage
an investment that size. As part of the
training of this second generation,
Mom and Dad offer an opportunity to
the children: if the children can pool
together $25,000 between them, Mom
and Dad will match those dollars to
assist with purchasing a share. The
children form an investment entity
to hold the share in its name and any
distributions made are divided among
the children. The children would learn
to read the PPM for the company,
comprehend how the investment
could grow or flop and understand
how their investment entity will work
on their behalf. They are interested
and invested (both literally and
figuratively) in the outcomes of the
company because their personal
money is invested.

This process results in Mom and
Dad guiding their children through a
valuable lesson: when, where, and why
to take a risk with their own dollars.
The second generation is able to learn
directly from the most experienced
resources they have, their parents,
while they are still alive, able to answer
questions, give advice, and discuss
opportunities.

This is but one example. By
providing clients, their children and
grandchildren unique investment
opportunities, structured in a way
that provides profit and a training
opportunity, clients’ assets are more
likely to grow and last over generations.

If you are interested in learning
more about family boards, training
and preparation of the next
generations, and planning for
long-lasting family wealth, consult a
financial advisor and legal counsel.

Cassandra L. Manna is an attorney at
Brennan Manna Diamond. Contact
her at 216-658-2206 or clmanna@
bmdllc.com.

Richard W. Burke is a member, Exec-
utive Committee, at Brennnan Manna
Diamond. Contact him at 330-374-
5255 or rwburke@bmdllc.com.
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Pursuing M&A with a new playbook

By JIM RICE and JIM KLESSEL

ew competitors, products and
business approaches are on
the horizon. There rarely has

been a better time for companies to use
mergers and acquisitions to embrace
innovation, double down on strengths
and build scale.

Today, it may be the talent and
intellectual property at an early-
stage enterprise that drives value and
competitive advantage for an acquirer.
Or it could be a megadeal designed to
generate cost synergies, build scale and
gain market share. Companies of all
sizes and across industries can benefit
from pursuing M&A, though with a
new playbook that is more nimble,
innovative and digital.

Why pursue M&A now?

With borrowing costs at historic lows,
and disruption in nearly every sector,
companies have an incentive to buy

and sell assets now. But competition
for assets is stiff, and companies need
to move fast. Consider the following:

« During the 2008 global financial
crisis, the best modern example of a
market shock, active acquirers from
January 2007 through January 2010
saw an average total shareholder
return that was at least 10 percentage
points greater than less-active
companies, Ernst & Young LLP
(EY) M&A research shows. While
the ramifications of the COVID-19
crisis may be with us for some time,
the window to act on M&A may be
relatively small.

« More than 70% of a select group

of U.S. CEOs who EY surveyed in
November 2020 said investing in
digital technologies would be their top
strategic priority over the next six to 12
months.

« More than half of 2,900 C-suite
executives EY surveyed globally
in our recent Capital Confidence
Barometer indicated they were opting
to transform through transactions and
planned an acquisition during the next
12 months.

Pandemic business disruption

may be temporary, but changes to
consumer behavior could have more
permanence for business models.
Many companies with disruption in
nearly every industry — from retail,
health care and real estate to energy
and entertainment — face the need to
transform.

How can you act now?

Particularly in light of the COVID-19
pandemic, top-performing acquirers
tend to have the following six attributes:

1. They adopt a value-driven lens. The
rationale for a deal should stem from a
realistic awareness of value gaps, which
allows the acquirer to find assets that
present the best sources of value and
revenue. A focus on customer need
and product offering should precede
shareholder-oriented financial targets.

2. They maintain a robust corporate
development function to turbocharge
M&A programs. Usually, teams follow
a specific mandate and play an active
role across all aspects of the deal life
cycle, from origination and functional
integration to synergy management.

3. They use a sophisticated,
systematic diligence process

to determine the value and the
appropriate deal premium of

a target to avoid overpayment.
Remote diligence, which has moved
to the cloud over the years, includes
an advanced set of tools, from the
100% virtual clean room for finding
operational synergies to the use of
drones.

4. They use remote integration

tools from deal announcement to
close and post-close activities. This
means leveraging the data rooms
established in the diligence process
and fostering digital communications
between executives and among teams,
to establish trust. EY found in one
transaction that, despite pandemic
restrictions, a remote integration

for one client resulted in 40% more
synergies than had been found in the
deal model to start.

5. They drive constant, clear
communications and change
management. To bring two
companies together, particularly in

a remote work environment, regular
CEO communications to both
companies and managing change
through communication at every level
of the organization are important from

day one and through the integration
process.

6. They divest frequently. By pruning
and prioritizing regularly, companies
can fund growth areas and create a
portfolio that can withstand waves of
disruption.

With accelerated disruption in
today’s world, corporate leaders can use
M&A to catalyze their transformation
objectives. Businesses turn to
seasoned strategy and transactions
teams to help them with strategic
growth through well-integrated and
operationalized mergers, acquisitions
and joint ventures. Providing end-
to-end solutions can help companies
refine their growth strategy, perform
deal sourcing, conduct diligence and
valuation, and implement M&A
integration.

Jim Rice is a partner, Strategy and
Transactions at Ernst ¢ Young LLP.
Contact him at jim.rice@ey.com.

Jim Klessel is a partner, Strategy and
Transactions, at Ernst & Young LLP.
Contact him at jim.klessel@ey.com.

The views reflected in this article

are those of the author and do not
necessarily reflect the views of Ernst &
Young LLP or other members of the
global EY organization.
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Growing private equity firms prioritize
marketing during the pandemic

By BRAD KOSTKA

recent survey of 200 private
Aequity managers asked about

COVID-19’s impact on their
firms. The consensus was clear: Firms

prioritize generating growth over cost
reduction.

l Although
the pandemic
means fewer
conventions,
leadership
summits and
in-person
networking events
to fuel that growth, it doesn’t mean
private equity firms aren’t making
deals. In fact, the survey, “Private
Equity and COVID-19,” published
in September by Georgetown
McDonough School of Business
Research, found that most are actively
fundraising and deal sourcing.
Smart firms have successfully
done so by building their brands,
positioning themselves as thought
leaders and leveraging marketing
automation to generate deal flow,
raise funds, remain visible in the
marketplace and differentiate
themselves from competitors.

Build a differentiated private equity
brand

Branding should be among a private
equity firm’s top priorities — after
capital, of course. Through effective
branding, a firm can own a position
in the market that establishes itself as
the go-to choice for deals that meet its
investment criteria.

Building such a brand starts with
strategic messages for each of a firm’s
key constituents, including limited
partners, intermediaries and business
owners. Each has different needs, and
it is critical that a private equity firm’s
brand clearly articulates how it meets
those needs through its investment
thesis, deal criteria and growth
methodology. The firm must then
disseminate its messaging consistently,
frequently and professionally.

A consistent message remains
the same across all communication
channels, from a company’s pitch
deck to its website and everything
in between. Some firms have
even branded their Zoom/Teams
backgrounds during the pandemic to
project a professional image.

Frequent communication is
vitally important because people
are bombarded by thousands of
advertisements daily. For a private
equity firm’s brand to cut through
the chaos, it must maintain a steady
stream of communications via email,
social media and advertising. This

THE LEGAL TEAM

GETS YOU

Amanda A. Barreto

slavach

Alexander C. Cam

[F =

:
1

Gregory C. Johnson

Kenneth J. Laino

\ 4
John M. Slivka

es M. Gianfagna

enables it to remain top of mind,
particularly when the firm’s business
developers cannot be in direct
communication with their contacts.

All communications must be
professional and match a firm’s brand
identity because it's human nature to
judge a book by its cover. Consider
the times you decided against making
an online purchase because a retailer’s
website appeared sketchy. Your
constituents make similar judgements
when reviewing your firm’s marketing
collateral.

Evolution Capital Partners is
one private equity firm that has
developed a strong brand. It is well
known nationwide for growing
micro-market companies. The firm
even has a branded methodology
called the Five Fundamentals, which
enables its portfolio companies to
professionalize, optimize and grow.

Establish thought leadership
through content marketing
Positioning your private equity firm
as a thought leader in the industries
it targets builds trust with investors,
deal sources and company owners.
They want to do business with a firm
that has the experience to help them
achieve their objectives.

You can demonstrate your industry
expertise through a multitude of
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content marketing channels, such as a
blog, e-newsletter, news placements,
whitepapers and LinkedIn posts.
Producing a podcast is a
particularly unique and successful
approach that few private equity
firms are utilizing. Invite your
target audiences to be guests on

“Frequent communication
is vitally important
because people are

bombarded by thousands

of advertisements daily.”

your podcast. They’ll appreciate the
opportunity and benefit from the
resulting publicity. Plus, the content
from the episodes can be repurposed
across your other communication
channels.

Webinars are also very effective,
and they have the added benefit of
capturing new leads for your database.
Riverside, for example, has produced
a number of webinars as part of its
Riverside University, covering topics
such as sales, crisis planning and
social media.

The key to these content marketing
tactics is to serve as a source of
education and information, rather

than be in constant sales mode. A
good rule of thumb is for 75% of your
content to be informative and 25% of
it to be promotional.

Implement marketing automation
Of course, executing these marketing
tactics takes time and resources.
Savvy firms are leveraging automation
technologies within Salesforce, Deal
Cloud, HubSpot and others to put
some initiatives on autopilot and stay
actively engaged with their contacts.

Consider email distributions. A
series of messages can be automatically
scheduled for delivery over a period
of days or weeks based on actions a
contact has taken, such as being added
to a CRM database, filling out a form
or participating in a webinar.

LinkedIn has a similar automated
messaging platform that it launched
in March called Conversation Ads.
They enable you to add clickable call-
to-action buttons in your Sponsored
InMails, making them more engaging
and improving results.

Digital advertising can also be
automated through retargeting. By
adding data to the internet browsers
of your website visitors, you can
display ads to them when they
are visiting other sites. These ads
can increase brand awareness and
conversions.

With in-person networking on hold,
now is the time to reassess your private
equity firm’s marketing strategy.

Brad Kostka is president of Roop ¢
Co. Contact him at 216-902-3800 or
bkostka@roopco.com.

PPP loan effects on
financial covenants

Businesses may be impacted from related tax laws

By MATTHEW P. DELGUYD

ven after PPP borrowers
Enavigate forgiveness, the story

is not over. For those borrowers
with debt financing, executive teams
need to be aware of potential impacts
PPP loans can have on financial
covenants under a
credit facility.

If a PPP loan is
outstanding, this
could potentially
increase a
borrower’s level of
funded debt and
therefore increase
a borrower’s leverage calculation.
Borrowers should make sure that
prior to having a PPP loan forgiven
the principal amount of a PPP loan
is specifically excluded from funded
debt calculations. Conversely, lenders
are likely to require that any forgiven
amount of PPP loans will be excluded
from the calculation of EBITDA.

In addition, for PPP loans which
are not forgiven, amortization
payments on a PPP loan would
typically result in a lower fixed
charge coverage ratio or debt service
coverage ratio.

Prior to the passage of the
Economic Aid to Hard-hit Small
Businesses, Non-Profits and Venues
Act, more commonly referred to
as PPP Round 2, the IRS had taken
the position that all expenses paid
for with PPP proceeds would not be
deductible for tax purposes, which
would have negatively impacted many
businesses fixed charge coverage ratio
and eventually liquidity covenants.
Thankfully, Congress has included
language in its most recent legislation
which makes clear that any expenses
paid for with PPP proceeds can be
deducted.

In all cases, borrowers should be
keeping the lines of communication
open with their lenders. Make sure
to run projections well in advance of
a borrower’s next covenant testing
date so that any issues are not left to
be addressed at the last minute, as
lenders will be addressing these issues
with many clients.

Matthew P. Delguyd is a partner at
Benesch. Contact him at 216-363-4627
or mdelguyd@beneschlaw.com.
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How to keep managers motivated
throughout the exit process

By MICHAEL SOUTHARD

how me an engaged and
S committed manager, and

I'll show you someone with
something important to do,
something exciting to look forward
to and a reason to care about the
business.

This doesn’t change when a
business is being sold, but it does
become more
important.

Be honest
with key
managers
when you’re
selling your
business. They’ll
appreciate
your candor, and discussing your
plans will provide an opportunity
to communicate around these three
issues.

1. Give them a role
Allowing trusted managers to
help buyers perform due diligence
can go a long way toward easing
anxieties. So can giving key
managers additional, meaningful
responsibilities for which they are
prepared — and this may help you
to find more time to devote to
the sale.

Recognition and inclusion can
provide managers with a motivating
sense of ownership.

2. Give them something to look
forward to

Usually, there are reasons
entrepreneurs align with particular
investors. Maybe investors have a
track record of growing businesses

and enabling key managers to
participate financially. Perhaps
your investors are prepared to
provide stay-on incentives for
critical employees. Cultural fit can
also be motivating to people who
joined your business for reasons
beyond compensation, benefits
and perks.

Whatever benefit your investors
bring to the table, be sure to
communicate it. Managers with
something to look forward to will
naturally be more engaged.

3. Give them a reason to care
Usually, key managers are people
who were engaged before the sale.

So discuss with them the reasons
they’ve remained committed. Help
them understand why these reasons
remain valid, even as the ownership
equation is changing.

Is there something they can
achieve from the sale? If so, uncover
it and discuss what’s “in it” for them.
Managers with something to

Co-Chair

Patrick
Berry

Carl
Grassi

Benjamin
Panter

anticipate are more likely to remain
engaged throughout the exit process.

Michael Southard is managing
director at Elvisridge Capital, LLC.
Contact him at 216-678-9900 or
michael@elvisridgecapital.com.
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A multifamily office’s approach
to investing in private markets

By PAUL BODNAR

private equity and venture capital,

has grown in recent years because
of their ability to outperform public
markets. An area that once was the
domain of
institutional
investors has
captured the
attention of
wealthy individual
investors
and smaller
institutions. The illiquid nature of these
investments, the wide dispersion of
returns and greater complexity requires
a more sophisticated, disciplined
approach. The goal of investing in
private markets is not to achieve
median returns but to invest with top-
performing funds. There are numerous
factors that can lead to outperformance
in private market investing.

Many investors often start investing
in private deals through casual
discourse: “I know this person who
has a great deal” While this may

Interest in private markets, especially

plante moran

occasionally be true, people would
often be better off donating that money
to charity. These peer-recommended
“country club” deals often lack
accompanying diligence, have very
sponsor-friendly terms and often
struggle to raise institutional capital
for good reason. The best investments
and funds often are hard to access and
have more demand than they have
capacity. The challenge for most people
is recognizing the good from the bad.
They do not see enough private equity,
venture, real estate transactions or
funds to determine how to rank an
opportunity and relative risks.

Judging the best teams or the
right fund to back is challenging. In
venture, the top-performing funds
have persistence and tend to deliver
the best returns, consistently creating
a lesser challenge. However, in private
equity, this is not always the case,
especially in the buyout space.

Steven Kaplan, Robert Harris, and
Ruediger Stucke’s research shows that
since 2001, there was only a one-in-four
chance that following a top-quartile
fund, the firm’s next fund would also

|
|

A

Audit. Tax. Consulting.
Wealth Management.

deliver top-quartile performance.

Performance alone is not a sufficient
criteria for selecting funds. We have
noticed some themes to watch for that
contribute to this lack of consistent
success for buyout firms. Successful
teams often raise an outsized follow-up
fund, drift from their core targets to
invest in new parts of the market or do
not evolve to changing markets.

However, there are select teams that
offer the best chances to outperform.
Identifying them is possible by
considering their track records
combined with additional factors such
as the repeatability of the investment
strategy, end market attractiveness
over the investment period and strong
alignment with the investors. Here are
some further considerations:

Casting a wide net, reviewing deals,
and speaking with many investment
teams is essential. This approach
enables wealth management advisors
to identify the best opportunities in
venture, buyout, growth equity and
co-investment deals. It seems obvious,
but frequently investors often see

limited deal flow. For example, in

real estate, they may only see multi-
family deals in Chicago, but the best
opportunities may be in Nashville.
The same holds true with investing

in funds. A narrow view often leads
someone to consider only what shows
up in the inbox versus seeking out the
markets with the best return potential.

Target less efficient, less-traveled
markets to outperform. Each private
asset class has unique characteristics.
In venture, avoiding overcapitalized
parts of the market such as late-stage
venture may lead to more investments
in early-stage targets. For credit,

this could mean funds that provide
bespoke solutions versus those that
provide commoditized solutions. In
the buyout market, the explosion in
capital has mainly gone into funds

that invest in the middle market and
higher. According to Pitchbook, capital
raised in the lower middle market by
funds with sizes under $400 million
accounts for just 16% of capital raised.
The hunting ground is more extensive
in our view because 86% of companies
in the U.S. fall within a typical deal size
for a sub-$400M fund. This is a larger
universe and less efficient market to
find platforms and add-on investments
that have a more significant
opportunity to add value.

Specialists and high value add teams.
Over the past decade the market has
shifted to favor sector specialists as

a byproduct of the aforementioned
number of funds and capital in the
space. Outperformance often requires
the ability to deliver returns through
unique sourcing, sector knowledge and
networks. This is true for private equity
and venture investing. For example,
portfolio companies look for sector
experts, track records of customer
introductions, or demonstrate an
ability to help refine the go-to-

market strategy. It is rarely about just
providing capital.

At CM Wealth, we use these ideas
and others to invest exclusively for
our clients across venture, private
equity, niche credit, real assets and
co-investments. Our approach is to
tactically allocate each year to the best
ideas while still maintaining diverse
programs for clients. Additionally,
CM Wealth provides a full range
of family office services for wealthy
families, as well as tax and estate
planning advice for business owners
before an exit.

Paul Bodnar is director of investments
at CM Wealth Advisors. Contact

him at 216-831-9667 or pbodnar@
cmwealthadvisors.com.
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Distressed M&A expectations for 2021 and beyond

By ALBERT D. MELCHIORRE and
EVAN J. LYONS

he year of 2020 started out
T much different than how it

finished. Early into the first
quarter, the domestic economy was
roaring, unemployment was at an
all-time low, and GDP growth was very
robust. As we all know, our life as we
knew it seemed to have changed on a
moment’s notice with the worldwide
COVID-19 pandemic. The strategic
plans that we all intended to execute
at the beginning of 2020 were turned
upside down. We all began to go into
some form of a “survival” mode. All
businesses have been impacted by
COVID-19; some good and some bad,
but all impacted. How your business
was impacted in large part can be
attributed to what industry you were
in and if the “authorities” deemed your
business to be “essential” or not. Either

way, all businesses are essential, big or
small, public or private, it doesn't matter.
People’s livelihoods and their ability to
provide for their family’s financial needs
in large part are tied to their business
and that of their employees.

MelCap was fortunate to have been
able to complete a number of M&A
transactions; however, the process
was very much altered. If you had told
us at the beginning of 2020 that we
would be conducting due diligence
meetings and site visits virtually, we
would have said you are crazy. Today,
that has become very common place,

distressed M&A transactions. The
deals are being transacted through a
“process” (i.e. 363 bankruptcy sales,
articles 9, etc.) or outside of a process.
Special asset groups in regional and
national banks are gearing up for

a surge of troubled credits. Some
businesses will be able to survive,

but unfortunately some will not.
According to the U.S. Bankruptcy
Courts, approximately 6,000 Chapter
11 Bankruptcies (BKs) were filed
through the third quarter 2020,
compared to about 4,500 through the
third quarter 2019.

“In spite of all the distress, there remains a significant
amount of capital available in the market to support
M&A activity in 2021 and beyond.”

and quite frankly, we have found that
it may have increased the efficiency of
virtual meetings and the deal process.
In-person deals still require some
form of onsite visits; however, they
are conducted in smaller groups, and
follow all of the guidelines for social
distancing and sanitization protocols.
As we look into 2021, we are
seeing an increase in the number of

In spite of all the distress, there
remains a significant amount of
capital available in the market to
support M&A activity in 2021 and
beyond. According to CaplQ, as of
the third quarter 2020, and based on
the S&P 500 non-financials, corporate
balance sheets reflected more than $2
trillion of cash, an increase of about
35% from the like period in 2019.

Furthermore,
according to
PitchBook, the
amount of “dry
powder” available
from U.S. private
equity groups is
estimated to be
more than $725
billion. On a
worldwide basis,
PE dry powder is
estimated to be
nearly $1.3 trillion.
As a result, there is
still plenty of “fuel” to support M&A
activity in 2021.

In fact, we have seen a “flight to
quality” for businesses that have
performed well in this environment.
The number of quality acquisition
opportunities for both strategic
and PE buyers alike has decreased.
Therefore, if you own a business
that has performed well in 2020, the
number of potential buyers interested
in your business may actually be
higher than what it might have been
in a normal environment. With
that said, a larger universe of buyers
creates greater competition, which
produces loftier valuations.

We remain optimistic from an
M&A perspective as we operate in this
“new normal,” and are hopeful that
with the vaccines being developed,
we can get back to our old way of life.
With that being said, we think that
how you operate your business has
been changed or altered in some way
forever. We are also hopeful that we
will come out of this experience much
stronger.

Al Melchiorre is president and founder
of MelCap Partners. Evan Lyons is a
senior associate at MelCap Partners.
Contact them at 330-239-1990 or at
al@melcap.com.
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Divesting?

Don’t forget about
data archiving

By SHELLY DISSER

A TSA stipulates a very short
deadline for data archiving.

A buyer believes archiving is simple,
so they leave it to the end.

A seller, low on resources, is not
meeting data delivery deadlines.

As anyone who has ever
participated in M&A knows, the
ticking clock waits for no one. The

= Transitional
' Service
Agreement (TSA)
lays out steps
and deadlines for
the transition,
including the
transfer of
massive amounts of the divesting
company’s data into the acquiring
company’s IT system. With their
focus on going live with the fresher
data, too often, it’s the legacy data that
is last on the list, resulting in mistakes
and lost time and money. In the
case of hospital system transactions,
missing or incorrect data also can
affect patient care.

Only about four years’ worth of
the divesting hospital system’s data
is converted to the buyer’s Health
Information System (HIS). The
rest must be archived. The onus is
mainly on the acquiring hospital to
get the job done or suffer financial
consequences. Sellers can be impacted
as well, as they may need to do the
work twice if the data appears to
be incorrect, incomplete or is in an
unusable format.

Complicating the issue is that in
most cases, legacy data comes from
multiple sources. Some of it could
move to passive archives, but much
needs to move to active archives
where it may be easily accessed. The
numerous drivers and routes require a
GPS system with a well-planned ETA.

A successful transition benefits
both sides.

Start with the right players
Proper planning and processes are
key, staring with the right team.

« The acquisition’s team should
represent all archive end users — not
just clinicians, but HIM, patient
accounting and all other compliance
and administrative personnel who

will need the data for the longer run.
Similarly, the divesting team needs

to be representative of those who are
familiar with and can coordinate the
sources and current formats of all data.

 Determine what financial and
clinical data must be accessible on day
one for end users on the buyer side
and set realistic deadlines. Consider
regulations and audits, and possibly
change the workflow throughout the

archiving process, educating users
along the way.

o Then prioritize what other archives
need to be available, considering

the time and budget it will take to
extract and transition data for each
stakeholder. Negotiate a step-

down approach during migration,

as different systems may become
unnecessary, while others need to be
archived, backloaded or converted to
work down Accounts Receivables.

« Avoid extensions by accounting
for risks beyond your control, such
as systems failures at either facility, a
community-wide power outage or a
pandemic.

Merging archives

Most archiving headaches and
unplanned expenses result from the
lack of a plan that encompasses the
scope of resource commitment to
transition data, whether converting
or archiving. Before the TSA is
signed, both buyer and seller need to
learn what is involved, including the
process, challenges, timelines and the
resources they will need to get the job
done right the first time. Specifically:

« Establish the proper format for
delivery that allows for easy archiving
or conversion. Know the options

for freeing up the data and making

it clean and consumable wherever it
ends up.

« Decide how to archive old data in
the best extraction format for proper
use of the systems, agreeing to which
data can be images and which must
be discrete in another form. This
planning avoids wading through
one giant PDF without discreet data
and the risk of submitting a patient’s
entire medical record when legally
required to report a single record for
one visit or incident.

» Don’t lose dollars from open
revenue or billing. Determine if the
buyer or seller will work down the
AR, how long that will take, who gets
the dollars, what it’s worth and which
systems to use. Working within the
source system helps dollar recovery
but may not offer the best ROL.
Lastly, when in doubt, get help from
a professional. An archiving specialist
or contract consultant can work

with the archiving team to develop
the most efficient approach and

help make this a better and more
successful experience for all.

Shelly Disser, MBA, DBA is vice
president of Solution Delivery at
MediQuant. Contact her at
sdisser@mediquant.com.
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Grow or stagnate in a virtual world? The choice is yours

By JAYNEE. JUVAN and LUDGY A.
LAROCHELLE

Neo is presented with a choice by

Morpheus to take either a blue or
red pill. Take the blue pill, and Neo
remains in the matrix built by the ma-
chines, blissfully ignorant but hampered
by the reality that the machines have
actually imprisoned the human race.
Take the red pill, and Neo awakens
to the unsettling truth that the world
created by the machines is not real.
However, this seemingly more difficult
path of enlightenment and acceptance
gives him the chance to learn how to
use the virtual world to his advantage to
ultimately prevail over the machines.

Much like the machines in The Ma-

trix, the spread of COVID-19 has forced
U.S. businesses into a battle for their
survival. With the pandemic’s conse-
quential effects foreseeably dampening
the economy well into 2021, like Neo,

In the 1999 sci-fi thriller The Matrix,

U.S. businesses have a stark choice to
make: (1) (blue pill) take the path of
least resistance and batten down the
hatches, while the pandemic slowly but
surely chips away at their bottom line,
or (2) (red pill) muster up the courage
to honestly face the harsh reality of the
situation head on, while simultaneously
embracing the chance to navigate this
new normal and retooling so that they
can exploit opportunities even in this
virtual world we now inhabit.

Many executives we have observed
this year have opted for the red pill.
Here are a few enduring lessons we have
learned from watching them.

Build a reputation that stands the test
of time

Trusting relationships are at the core of
most successful deals, but for now, gone
are the hotel lobbies, the dim-lit restau-
rants and golf courses where relation-
ships are built and deals are typically
imagined, negotiated and consummat-
ed. The ability to “read the room” as is
custom in traditional in-person interac-
tions is not present in the virtual world.
No doubt, the old adage that trust is best
built through in-person gatherings rings
hollow today. With more than 50% of
the U.S. workforce currently remote,
and stay-at-home advisories limiting
business travel, the pandemic has

required dealmakers to take a different
approach to building trust.

Despite the upheaval, we have seen
many business leaders effectively
continue to deepen relationships during
this period. Their style of leadership
embraces new virtual technologies
while staying true to traditional
relationship-building virtues. They have
demonstrated respect to counterparties
through their thoughtful behaviors by
consistently delivering on promises they
have made, taking the extra time and
care to explain their rationale if they
need to change course, recognizing the
impact of their decisions on others, and
continuing to invest in relationships
even when a deal is not imminently on
the horizon.

Even in a global deal making envi-
ronment, the world is still small, and
there is a positive chatter that makes its
way around about those who demon-
strate an authenticity in their approach.
No matter the platform, delivering for
others and engaging in sincere com-
munication at regular intervals leads to
synergistic relationships.

Thoughtfully approach virtual due
diligence

Though the pandemic may limit a busi-
ness’s ability to conduct an on-site due
diligence assessment, there are unique

Derisk Your Mergers & Acquisitions

Oswald’s Proprietary
Process Drives Value In

ways to utilize the virtual environment
to meet the objectives of a full review.
Businesses that have reimagined due
diligence through data management,
record digitization and video telecon-
ference applications will have the ad-
vantage over businesses that still require
on-site document and personnel review.

For example, in lieu of onsite visits,
companies have utilized drone-as-
sisted virtual tours to take real-time
videos of properties or factory floors,
conducted physical inventory audits by
remote video (with inventory reconcil-
iation post-closing), and held remote
Q&A interviews with key personnel.
Fortuitously, using these virtual tools in
place of onsite visits is likely to provide
collaborators not only a cost-savings
benefit (no travel expenses), but also
a time-savings benefit (not subject to
travel schedule).

Financial anomalies discovered
during due diligence have made
proper valuation of target businesses
more difficult during the pandemic.
Consequently, creative dealmakers are
opting to include more future payout
structures in their transactions, includ-
ing earnouts and similar deferred com-
pensation mechanisms. Many buyers
and sellers are collaborating in good
faith to craft formulas and mechanisms
that allow a seller to be fairly paid if the

Today’s M&A Environment

Risk Management

Target Due Diligence
Strengthening the Existing Portfolio
Driving Value Upon Exit

Reps and Warranties Insurance

OswaldCompanies.com/PrivateEquity

oswald
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business achieves certain milestones
post-closing.

Solidify your business culture
Integration within the virtual envi-
ronment presents unique challenges,
especially given that the majority of

the workforce is remote. Building a
corporate culture for newly acquired
employees requires business leaders to
consistently and clearly communicate
objectives, set realistic timelines and
devote the necessary resources to ensure
a smooth transition, while simultane-
ously recognizing certain impediments
that are inherent with working remotely
such as child care and technology
concerns.

Strong relationships matter at every
organizational level. Empathetic and ac-
commodating businesses are positioned
to develop more loyalty from their
teams, a powerful advantage that should
not be underestimated.

Jayne E. Juvan is partner and chair of the
Tucker Ellis Mergers ¢~ Acquisitions and
Securities & Capital Markets practice
groups. Contact her at 216-696-5677 or
jayne.juvan@tuckerellis.com.

Ludgy LaRochelle is counsel at Tucker

Ellis. Contact him at 216-696-4732 or
ludgy.larochelle@tuckerellis.com.
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Deal-making during a pandemic

COVID-19 upends financial markets and transactional processes

By DAVID PEASE

The COVID-19 pandemic is
having a profound impact and
causing a great deal of uncer-
tainty in the deal market.

One impact of
the pandemic on
M&A transac-
tions is the in-
creasing difficulty
in determining a
company’s con-
tinued viability.
This will likely
create significant valuation discrep-
ancies between buyers and sellers.
Sellers may find that their underlying
business model is scrutinized beyond
normal levels of due diligence, and
they likely will be asked to demon-
strate ways in which the pandem-
ic’s longer-term impact will affect
customers, supply chains, marketing,

infrastructure, sales and so forth.

For most M&A transactions during
the pandemic, there will be purchase
price adjustments made. In some cas-
es, depending on industry, deals have
become undesirable due to pandem-
ic-related factors, making prospective
parties uninterested in continuing
to undertake a transaction. On the
other hand, for companies fortunate
to have continued success despite the
pandemic, valuations have continued
to hold and stay strong.

In a legislative response to the
pandemic Congress passed The
CARES Act. The law created sever-
al tax issues that buyers and sellers
involved in M&A transactions will
look to address, including which party
(1) will pay the 2020 payroll taxes that
have been deferred under the act; (2)
will be entitled to any refunds caused
by provisions of the act, including
the changes to the rules regarding net

operating loss carrybacks, AMT
minimum tax credit recovery and
the interest expense limitation rules;
and (3) will be entitled to claim the
employee retention credit or if a split
of the credit between the parties is
appropriate.

As government lockdowns and
company health and safety policies
require parties from both sides of the
transaction to work remotely, there
will be outside-of-the-norm ways in
which parties engaging in transac-
tions will address these specific issues
and the unpredictable environment
caused by the pandemic.

David Pease is managing director at
Pease Capital Advisors. Contact him at
216-859-7600.
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What data breach?

Considering individual state law in data breach
Representations and Warranties

By MICHAEL W. SCHAUER

ata breaches can result in
huge losses for a company in
terms of time, reputation and

money. So not surprisingly, buyers,
in most acquisi-
tions will require
representations
and warranties
relating to data
breaches from
a seller. When
- evaluating a data
breach representation, buyers and
sellers need to know what constitutes
a data breach under state law.

In order for a “data breach” to
occur, the seller must maintain in-
formation that qualifies as personally
identifiable information (“PII”) and
some action relating to the PII must

‘““Data breaches can
result in huge losses for
a company in terms of
time, reputation
and money. ”

occur. Both the definition of PII and
what actions constitute a data breach
vary on a state-by-state basis.
Generally, states agree that an
individual’s first name or initial and
last name in combination with a social
security number or driver’s license
number constitutes PII. The states’
consensus rapidly diverges thereafter.
Some states narrowly define PII to the
above and financial information an
attacker could use (i.e. a credit card

number) while others also protect
health insurance information and
biometric data.

Beyond the different definitions of
what constitutes PII, states disagree
on what actions constitute a data
breach. Some states look to access,
others to acquisition and others still to
access and/or acquisition; all of which
are fact dependent.

Given these differences, a one-
size-fits-all approach to data breach
representations is not appropriate.
Instead, representations should look
to state law where the seller’s cus-
tomers, vendors and suppliers reside.
Buyers should also ask for warranties
tied to events and policies commonly
associated with data breaches. These
could include whether the seller lost
physical hardware containing PII
(laptops and hard drives) and the exis-
tence of protection safeguards. With
the wide variance in state law, buyers
and sellers should take the time to
tailor representations and warranties
to the specific laws that are likely to
apply to their transaction.

Michael W. Schauer is an attorney at
Schneider Smeltz Spieth Bell LLP.
Contact him at 216-696-4200, ext.
1133 or mschauer@sssb-law.com.
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Using process to navigate risk
through the COVID-19 environment

By JEFF SCHWAB and BRIAN
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OVID has created a tumultuous
‘ landscape for all who work

on M&A. The health care
industry is experiencing one of the
most flexible markets seen in years,
whereas the Commercial Property &
Casualty (P&C) market is experiencing
market trends that are as hardened
as they have been in over a decade.
In addition, retirement plans are
evolving for 2021, as new regulations
make Pooled Empower Plans (PEPs)
available to allow for portfolios to
outsource most compliance functions,
eliminate individual plan audits and
potentially reduce plan cost.

Finding value in a virtual deal
landscape

A good diligence partner in today’s
M&A environment requires the ability
to perform virtually, quickly and with
effectiveness. Whether it is an employee
benefits, commercial insurance, or
401(k)/defined benefit (i.e. pension)
review, a repeatable and effective
process can drive enterprise value.

Traditionally, insurance has
required loss control measures that
are best suited onsite by walking
through a facility, talking to the
personnel and determining the
quality of controls in place currently.
It is now a necessity to complete these
tasks virtually. Using technology to
complete virtual walkthroughs and
discussions with targets and portfolio
companies is becoming the new
standard, and as people become more
comfortable with the process, it will
ultimately create a more efficient,
high-quality product.

The importance of Representations
and Warranties Insurance in the
COVID deal marketplace
Representations and Warranties
Insurance (RWTI) has become

Is acquiring potential
the quickest way to
achieve it?

As companies look to buy innovation,

find out how M&A could make your
growth strategy a reality.

Find out more at

ey.com/StrategyandTransactions

The better the question. The better the answer.
The better the world works.

increasingly popular in M&A over

the past 10 years and has been the
primary way to combat risk during

a transaction. RWT continues to be a
great add-on from the buy-side to limit
future exposure and address potential
liabilities found during due diligence.
In the past eight months, specifically
with middle market and private equity
transactions, deal flow slowed, and
carriers were competing aggressively
to write the limited deals available.
However, in Q3 and Q4 of 2020, deal
activity has surged, and demand has
exceeded supply - driving up rates and
tightening coverage terms.

Further, insurers have introduced
COVID-19 specific exclusions to
policies. Initially, these were broad
exclusions, but they have narrowed
over time on a deal-by-deal basis.
Oswald’s Transactional Risk Advisor
Practice (TRA) has negotiated RWI
for deals, both for financial and
strategic buyers, of enterprise value as
low as $15 million and as high as $1
billion. RWT negotiation is likely the
first insurance risk undertaken by the
buyer. Obtaining a clean policy that

is “back-to-back” with the purchase
agreement will lay a solid foundation
for moving forward.

Driving value for existing holdings
Because of COVID-19, many funds
and investor groups have pivoted their
strategies for 2021 from new deal
flow to strengthening and looking for
value within the existing portfolio. A
streamlined strategy to approach risk,
and a synergistic process and strategy
across the portfolio, allows buyers
to drive down current cost and
accurately portray future cost.

Health care, for example, tends
to be among the largest expense
items on the P&L from year to
year. A leveraged buying program
will drive cost down, therefore
opening opportunities to identify
overstatements of SG&A which can
then be added back to EBITDA,
thereby increasing enterprise value.
This is a great way to recoup the
top-line and margin lost during
COVID. To provide some context
for the effectiveness of this process,
we have experienced a portfolio of
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1,000 employees over a 12-month
period realizing returns of more than
$1 million in direct EBITDA impact
(exceeding $1,000/employee).
Additionally, risk management
strategies can assist in future cost
avoidance. A volatile market creates
anxiety for all. However, when we
can get our arms around exposures,
coverage gaps and root causes of
losses, we can cap the maximum
liability on a go-forward basis.

Key items to consider as we move
through the holding cycle to exit
Many portfolio companies fear the
“whiplash” effect of risk management.
If processes are implemented up front
to drive down costs and mitigate risk,
will that reduction of cost be short-
lived or long-term? The answer is
simple. An effective risk management
program is meant to be sustainable and
create longevity in cost containment
across the entirety of a portfolio. By
managing cost and exposure over time,
as a holding approaches exit, we can
strategically position the company to
realize maximum value in its exit year,
driving higher returns for the seller.

Jeff Schwab is senior vice president

at Oswald Private Equity. Contact

him at 216-658-5208, or jschwab@
oswaldcompanies.com. Brian Stovsky is
business development leader at Oswald
Private Equity. Contact him at
216-777-6114.

© 2020 Ernst & Young LLP. All Rights Reserved. 2011-3646408 ED None.

Building a better
working world
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Preparing your business for a sale: Five tips to get it right

By MARK HEINRICH and JOE
WAGNER

7
@iin

elling your business can be
Sthe largest, and most stressful,
transaction of your life. Many
owners don't often realize the amount
of planning that goes into closing a
deal with good terms and attractive
valuations. The key to success? Start early.
Planning the sale of a business
involves personal readiness and business
readiness. Personal readiness means
finding your “financial independence
number” — the amount you need from
the sale of your business to meet your
future financial needs. Business readiness
is the process of improving the business
and optimizing the sale, so you make or
exceed that number.

Maximize your value drivers
Ideally, business readiness planning
begins before you start looking for a
buyer. We recommend meeting with

©2021MediQuant, LLC

your advisors to review the business,
how it’s positioned in the current
market and what's needed to prepare it
for sale. A “go to market” business will
have characteristics such as:

« Strong financial performance

« A strong, sustainable competitive
advantage

» Well-entrenched customer relationships
o A well-defined, credible and
supported growth story

Collectively, these value drivers can
have a significant impact on your
business’s valuation, which is why they
deserve attention early on.

Reduce your risk

The other side of the valuation
equation is risk. In general, buyers will
pay more for a business with less risk
because there’s more certainty they’ll
get their cashflow out. Indicators
pointing to high levels of risk include:
« A perception of commodity products
 Low margins and/or margin risk

« High revenue concentration
(customer, geography, product line)

o Limited capacity for growth

Ask yourself if a transaction at this
time would support your financial
independence number. You may
determine it’s better to delay a sale to
fix red flags and address deficiencies.

Structure the deal to maximize after-
tax proceeds

Consider what entity type and tax
structure will maximize your post-sale
proceeds. These can move the needle
significantly enough to make or break
your post-sale financial independence
number.

When structuring a deal, it’s critical
to understand how entity choice
influences the transaction. Is the
company currently structured asa C
Corp or a flow-through entity? Will
it accommodate the needs of a likely
buyer? If not, what can be done to
improve the outcome for both parties?

Whether you can make an entity
change to benefit the deal often depends
on your timeline. Even a couple of
years in advance can be enough time
to change to an S corporation and sell
stock via an IRC section 338(h)(10)
election, offering you the simplicity of
selling stock from a legal perspective
while giving the buyer tax benefits
associated with an asset purchase.

Close the deal

The deal’s not done until you're over
the finish line, and that often entails
fixing potential deal breakers along
the way. If you have key staff— those
with the expertise and industry

knowledge that the buyer needs to
successfully maintain the business

— we recommend putting in place a
“stay bonus” agreement, incentivizing
each key manager to stay on. When
the deal closes, the owner takes part
of their proceeds and pays it to the
management team member as a thank
you for staying through closing.

A seller’s severance package can
provide similar security to key staff.
This is a contingent promise to a key
team member that if their position is
made redundant within a certain period
of time after closing, you'll provide a
payment to ensure they have a cushion.

Avoid these common mistakes
Here are three common mistakes you
want to avoid:

« Sharing too much: If an owner

is approached by someone about
selling their business and sends

along information, such as financial
statements or customer presentations,
without positioning it in a way that
optimizes value, it can be disastrous.
Connect with your advisors before
engaging with potential buyers.

« Failure to explore options: To find
the best-fit buyer, it’s important to

~_1t’'s time to get rid
of excess baggage.
Liberate your data —and yourself — from
legacy systems with our DataArk® active

archive solution.

Learn more at MediQua_nt.com

¥ MediQuant’

engage in one-on-one discussions with
multiple suitors. Because they won't
know if other buyers are in the
running, they’re forced to
accommodate your timeline and put
their best foot forward at each phase.

« Waiting too long: There’s a saying in
the business, “You can sell a day early,
but not a day late” If your business is
optimized to sell and you're able to hit
your financial independence number,
then move toward a sale. Otherwise, a
market event could happen that
impacts your transaction negatively.

Get started now

You've decided it’s time for a change.
Retirement may be around the corner,
or perhaps your business needs the
right sale to be taken to the next level.
You've got one shot at achieving the best
outcome. It’s never too soon to start
planning for a sale, but it can certainly
be too late — hindsight is always 20-20.

Mark Heinrich is a partner at Plante
Moran. Contact him at 216-274-6517 or
mark.heinrich@plantemoran.com.

Joe Wagner is a partner at Plante
Moran Corporate Finance.

Contact him at 248-603-5254 or

Joe. Wagner@pmcf.com.
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Purchasing a unionized business?

Think about these issues before the sale

By MELANIE WEBBER

urchasing a unionized business
P is not a decision to be taken

lightly, but if handled properly,
it can lead to a successful business
operation. And
those selling
a unionized
company must
understand that
they have some
important legal
obligations as
well. The decision
to buy or sell - and the actions taken
at and after the time of sale, may
significantly impact the company’s
legal obligations to a unionized
workforce.

The purchase of a unionized
business can present a unique
opportunity for the buyer to improve
the labor contract. Unfortunately,
such opportunities are frequently lost
because buyers don't give adequate
consideration to union issues. They
either assume that they must accept
the union and its contract or fail to

consider alternatives. Consequently,
it is vital that buyers and sellers
understand their legal obligations in
relation to the seller’s union and work
together to create a successful outcome.
As a seller, a company must address
the sale with the union in what is
typically called “effects bargaining”
Although there is no duty to bargain
over the decision to sell, the seller
must afford the union an opportunity
to bargain over the effects of the sale
upon bargaining unit employees. For
example, a union will typically make
proposals geared to “cushioning the
blow” of job loss in connection with
a sale, such as severance pay and
continuation of medical coverage.
While a selling employer must meet
with a union and bargain in good
faith over the effects of the sale,
there is no obligation to reach any
agreement. Any resulting agreement
should terminate the bargaining
relationship and the collective
bargaining agreement (CBA). And the
agreement should carefully delineate
the seller’s responsibilities under
retirement and welfare benefit plans.

BROWN GIBBONS
LANC & COMPANY

Learn what
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Turning to the buyer, hiring
decisions related to the seller’s
unionized workforce is a key
consideration. While the buyer
need not hire the seller’s unionized
employees, the buyer must be aware
of various labor laws, such as those
contained in the National Labor
Relations Act (NLRA), which prohibit
employers from discriminating
against employees because of their
union membership. The buyer will
violate the NLRA if it refuses to hire
the seller’s unionized employees
simply to avoid union recognition.
The buyer may, however, require
the seller’s employees to complete
and submit individual applications
for employment. If a buyer goes this
route, it should be prepared to defend
any refusals to hire union employees
by demonstrating that objective hiring
criteria were applied uniformly to all
applicants. For example, the buyer
might decide not to hire back any
workers with a history of attendance
or disciplinary problems).

If the buyer does refuse to hire the
seller’s employees, the union must

abide by the terms of its current CBA
with the seller. For example, if an
unexpired CBA contains a “no-strike”
clause, the union cannot lawfully
call for its workers to walk a picket
line against the seller prior to the
acquisition. Once the acquisition
occurs and the buyer has not assumed
the CBA, however, the union is no
longer bound by the “no-strike” clause.
It is, therefore, free to strike or utilize
other legitimate economic weapons
(such as handbilling) against the buyer.

In planning a transaction, a buyer
must know whether the terms of a
CBA contains a “successor clause”
and plan accordingly. A successor
clause is often included in CBAs,
which typically state that the CBA
will be binding upon any successor.
This clause would be applicable if
the majority of the buyer’s workforce
consists of union members so that the
buyer becomes a “successor” to the
bargaining obligation.

Despite such a clause, the buyer
is free to set its own initial terms
and conditions of employment and
need not observe the union contract.

Nevertheless, the successor must
bargain on demand with the union
concerning permanent terms of
employment. Until a total agreement
is made, the successor’s initial terms
remain in effect. This rule, however,
may not apply if the buyer either
fails to clearly announce its intent to
establish new terms before inviting
the seller’s employees to accept
employment, or if the buyer misleads
the seller’s employees into believing
they will be retained without change
in their employment. The buyer

will forfeit the right to unilaterally
initiate new terms and conditions.
Thus, as a practice pointer, a buyer
who intends to offer employment on
terms different than those mandated
by the seller’s union contact should
never mislead the seller’s employees
into believing that their retention will
be without change in their wages or
conditions of employment.

Planning for labor relations issues
well in advance of a transaction’s close
will put a buyer in the best position to
have a successful relationship with its
new unionized workforce.

Melanie Webber is a partner in Fisher
Phillips’ Cleveland office and serves as
chair for the firm’s Women'’s Initiative
and Leadership Council. Contact

her at 440-838-8800 or mwebber@
fisherphillips.com
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Private equity improves
as it evolves

By STEWART KOHL

orking in private equity
for more than 30 years has
given me a front-row seat

to the massive changes the industry
has undergone. We're a long way
from the days when the ugly image of
corporate raiders was even remotely
accurate. Today, private equity only

succeeds when the assets in which

it invests thrive. In other words,
generating real and lasting growth —
creating value — is how to succeed in
PE these days.

Finding and then nurturing
growth in an increasingly competitive
environment and rapidly changing
world is a fascinating code to crack.
For Riverside, it means working
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on growing
more than 100
companies at
any given time.
Each company
presents unique
challenges and
opportunities,
and most involve partnering with an
entrepreneurial founder or business
owner. It makes what I do endlessly
engaging and exciting.

Not too long ago, many private
equity firms were fairly passive,
focused on finding great companies in
which to invest and then connecting
those companies with the right buyers
after a hold period. Today, we must
accelerate growth immediately.

Spurring growth

Conjuring up growth paths is fun,
but it’s also tough. Private equity
constantly is seeking ways to
improve. That means being involved
in the operations at each portfolio
company. Decades ago, private equity
firms rarely employed or leveraged
operating talent — and when they
did, it was often to address problems.
Today, it is a normal business practice
that’s typically employed at every
company in a portfolio. Operating is
no longer about solving problems—
it’s about creating opportunity and
driving growth. Operating partners
typically chair the board of the
portfolio company, work closely with
portfolio company management

and even fill interim C-suite roles if
necessary. They’re often bolstered

by operating executives who

bring industry expertise, sales and
marketing talent, or other critical
skills.

Increasing sales

Top-line growth is critical to creating
value, which is why so many private
equity firms invest in sales and
marketing excellence. Those efforts
can include buying and implementing
excellent customer relationship
management (CRM) systems, hiring
and training exceptional salespeople
and providing the right incentives

to motivate them. All of those things
require investments, but the payoft
of sustained topline growth is well
worth it.

Add-ons

Private equity is one of the few places
on Earth where 1+1 can equal three
(or even five!). For that we can thank
add-on acquisitions. Riverside has
completed more than 400 add-ons in
its history — nearly double the number
of its total platforms. That ratio is not
uncommon in private equity because
add-ons can add scale, products and
customers. At their best, they can
truly transform a company.

New products and services
Growth also comes from introducing
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new products and services. Private
equity firms provide the outside
equity financing, resources and talent
to help dozens of companies launch
new products to drive sales. Whether
that’s money for a new production
facility, engineering talent for new
software or specialized industry
knowledge that helps identify and
implement new initiatives, private
equity helps companies move forward.

Technology

No company today can grow without
embracing technology. Private equity
firms help portfolio companies
digitalize, benefit from e-commerce
and leverage technology in ways that
would otherwise be impossible.

The private equity difference

The common thread for all of these
growth levers is that they take a lot
of talent, resources and experience to
deliver. The ability to bring together
these growth drivers is what makes
private equity the best possible form
of ownership. Nowhere else can an
entrepreneur access growth capital,
intellectual capital, international
connections and an experienced team
to help them grow - all perfectly
aligned - while retaining a significant
portion of their company.

The proof

Private equity is a favored asset class
for many reasons, but the faster
growth it offers is chief among them.
That said, the COVID-19 pandemic
has provided an interesting real-life
stress test for the industry. While
the pandemic has affected our broad
and diverse portfolio differently on
a company-by-company basis, every
company faced challenges. Some
were dramatic, requiring funding

“Finding and then
nurturing growth in an
increasingly competitive
environment and rapidly
changing world is a
fascinating code to crack.”

to continue operations or help in
securing new sources of revenue.
While the pandemic is far from

over, we're deeply proud of how our
portfolio has held up. Companies have
done more than survive in this difficult
environment — many have thrived.
And overall, the value of the portfolio
has increased. A year most of us want
to forget has still been successful on
the most fundamental level for the vast
majority of our portfolio companies.
That’s one of many reasons I'm proud
to do what I do.

Stewart Kohl is co-CEO of The
Riverside Co. Contact him at
216-344-1040 or
info@riversidecompany.com.
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G3 and beyond

The importance of succession planning for multi-generational family businesses

By TERRENCE H. LINK II

e've all heard the grim
statistics. A very small per-
centage of family-owned

businesses make it to the third gener-
ation and beyond. While many of the
reasons for this
lack of longev-
ity relate to the
business itself, an
often overlooked
reason is the fail-
- ure of the family
B Gwners to engage
in their own succession planning.
Succession planning in this context
requires more than simply identify-
ing a successor CEO and executing

a shareholder agreement. Rather, it
should be comprehensive and ongo-
ing, incorporating long-term thinking
regarding the family’s business philos-
ophy, values and expectations.

We are a resource for business owners
looking to retire or to take some equity

One family business I've had the
privilege to work with provides an
excellent example of effective succes-
sion planning. The family has worked
extensively to define a set of values
governing their relationship with one
another and their role as owners of
the business. They do not view them-
selves as mere shareholders, but rather

“Effective succession
planning for family
businesses must address
legal, tax and estate
planning issues.”

as “stewards” of the business, having
the role to protect, nurture and grow
the business for subsequent family

“off the table" by being a partner who
can help the business continue to grow.

We seek control buyouts in partnership

with management teams.
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EBITDA Range:
$300,000 to $3 million

EBITDA Margins: Exceed 12%
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Geography

25201 Chagrin Blvd., Suite 300
Beachwood, OH 44122
Phone: 216-678-9900

Email: info@elvisridgecapital.com

Website: elvisridgecapital.com

“United States
d: Long-Term

generations.

This family looks beyond quar-
terly reports, EBITDA multiples and
exit strategies. They hold themselves
accountable to understand the
strategic issues facing the business.
They emphasize the importance of a
robust governance structure, with the
business having a board of directors
largely composed of independent
directors with various professional
backgrounds. The family understands
the importance of the board’s role in
electing officers to lead the busi-
ness, many of whom are non-family
members. Family members’ careers
in the business are based on interests
and aptitude. In short, this family has
adopted an ownership model and set
of values and expectations to foster
and plan for multigenerational family
ownership.

Certainly, effective succession
planning for family businesses must

Elvisridge Capital, LLC
announces the acquisition of
Surfacelogix, LLC,

a maker of decorative and
maintenance care products for
pavers, stones and concrete surfaces.

CHEMISTRY THAT PROTECTS YOUR WORLD

surface logﬁx

“Surfacelogix fits perfectly into our focus on
acquiring manufacturing companies in the
landscape sector with products distributed
through landscape wholesalers to landscape
design-build and maintenance contractors.”

~ Michael Southard, Managing Director

address legal, tax and estate planning
issues, which often results in the cre-
ation of buy-sell agreements, family
employment policies, trusts, and other
documents. While these documents
must be carefully considered, equally,
or perhaps even more important, is
the family’s commitment to engage in
comprehensive succession planning
activities. By engaging in these activi-

ties, and at the same executing appro-
priate legal documentation, a family
increases the likelihood of a smooth
transition to G3 and beyond.

Terrence H. Link 11 is the practice
group manager of the Corporate, Tax
and Transactional Group at Roetzel.
Contact him at tlink@ralaw.com.

Resurgence in lower
middle-market

industrial deals a
harbinger of 2021

By DICK HOLLINGTON

hile deal activity since the
pandemic began in March
2020 is down substantially

from 2019
levels, there are
multiple signs
that early 2021
could put the
industry back on
pace. Through
the pandemic,
: the lower middle
market industrial business sector of
private equity has taken its lumps but
has been able to continue at a level
that positions it to recover, barring
more government forced shutdowns.

Deal activity in the sub-$100
million deal value is off by 25% to
30% versus 2019 levels. The deals
that are getting completed are largely
technology, health care and service-
oriented businesses, or otherwise
businesses that you would expect to
have performed in the pandemic. In
the industrial sector, activity paused
in April and began to pick up after
Labor Day. Shutdowns here and
abroad played havoc on the supply
chain for most industrial businesses.
Capital budgets were slashed, and
access to labor muted economic
activity.

That said, the outlook for industrial
deals in the lower middle market is
brightening. Though there remains

plenty of stress on sourcing critical
parts used in manufacturing, there

is much greater visibility into the
outlook and therefore greater
confidence in future business results.

In addition, the pandemic will
likely accelerate the reshoring of
parts to North America that were
moved overseas. Leading indicators
for deal activity can be seen through
the service providers who support the
deal activity.

Based on an informal survey of the
industrial focused investment bankers
in our network and recent discussions
with representation & warranty
insurance providers, operational
consultants, accounting transaction
services providers and law firms,

a significant pick-up in activity is
occurring. Therefore, it’s likely we will
see a strong beginning in 2021.

Dick Hollington is managing director
and CEO at CapitalWorks, LLC.
Contact him at 216-781-3233.

Opinions expressed in this
commentary reflect subjective
judgments of the author based on
conditions at the time of writing and
are subject to change without notice.
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M&A outlook for 2021

By ANDREW K. PETRYK

nlike the mortgage meltdown
l l that triggered the 2009

financial crisis, the COVID
crisis has been a social and health care
issue. The capital markets only saw a
short-term lag in
confidence, and
no credit crunch
ensued. The initial
COVID shock to
the M&A market
began to wane
in May. Buyers
and sellers quickly adapted to a new
reality of virtual processes, and nimble
dealmakers pivoted with creativity
to move transactions forward.
Momentum has been building since
June, and in the approach to year-end,
there has been a frenzy of activity that
should carry into 2021.

The lasting COVID effect

COVID has reshaped business models
and is redefining a new normal.
Businesses continue to challenge

their existing operating paradigms,
including risks related to global
supply chains, employee safety and
remote workforces. COVID also is

building cases for increased onshoring
to reduce reliance on foreign
suppliers, as well as investments in
automation and technology that bring
efficiencies to business practices.

The pandemic has highlighted the
criticality of revenue resilience, with
repeatability associated with greater
downside protection and therefore
higher value. Outsized growth,
or the “COVID bump,” and the
sustainability of the bump, are being
heavily diligenced, and asset selectivity
remains high. COVID “winners”
are seeing accelerated growth, while
“losers” have lagged or virtually shut
down under government-imposed
restrictions and lockdowns. “Essential
products and services” has become
common verbiage in the marketplace,
as investors show continued and
increasing levels of interest in business
models with longer-term revenue
visibility and limited earnings volatility.

SECTORS

Industrials

The COVID slowdown in the
industrial marketplace was short-
lived. Supply chain and workforce
disruptions were common; however,

companies worked together to
minimize the business impact, and
relationships strengthened. Bright
spots included suppliers of personal
protective equipment, cleaning
supplies, and other critical goods to
combat the virus; building products
focused on home improvement; and
recreational equipment. Industrial
transactions saw only a modest
contraction in multiples earlier in the
year, and valuations

have essentially returned to pre-
COVID levels.

Business & Industrial Services

The services marketplace is seeing
significant appetite, notably in
business models that access the
infrastructure, utility and municipal
marketplaces. “Essential services”
businesses such as waste management
and pipeline inspection are prime
targets for investors because of their
proven ability to deliver impressive
earnings during the pandemic.
Businesses servicing industrial

end markets have experienced a
temporary COVID slowdown;
however, M&A has been unaffected
given the ability to deploy capital into
a marketplace that is ripe for price
discipline and consolidation.

Consumer
eCommerce is seeing an unprecedented
volume of new deals for the companies

that have been unaffected by COVID,
or have benefited/will benefit from a
COVID-present environment. Despite
high demand, the market has become
exceedingly complex. Strategic buyers
are highly discerning but are being
extremely competitive for the right fit.
Private equity sponsors and lenders
are picking their spots but are being
very aggressive in those spots. COVID
winners are going to see continued
outperformance, particularly as

the country moves back into heavy
lockdowns. Retail is going to continue
to suffer.

In the Food & Beverage space,
COVID has elevated key themes of
home cooking, health and wellness,
and food safety and supply chain
transparency. Areas benefiting from
the market shift and seeing increased
investor appetite include private label
suppliers, shelf-stable/center store
products, ingredients, supplements,
food safety testing and quality
assurance, and retail-focused food
distributors.

Healthare & Life Sciences

M&A has continued largely unabated
through COVID, with themes of
consolidation, growth and innovation
continuing to drive investment.
Diagnostics has performed well
across the clinical and research

space. Business models capitalizing

on COVID testing requirements are
attractive assets. The Diagnostics sector
will continue to operate at an elevated
level for the foreseeable future, even
as COVID winds down, as companies
will have greater demand for various
forms of testing. Provider Services
has been impacted at varying levels
by the various elective procedure
suspensions enacted at the state

level, which slowed revenues given
the operating restrictions placed on
practices and facilities. Nevertheless,
secular conditions continue to drive
consolidation and M&A.

Multiples are either holding (such
as Diagnostics) or have contracted
modestly (as in Providers) but remain
at historically high levels.

Outlook

Heading into 2021, strategic buyers
are showing strong interest. Private
equity funds are eager to put money
to work, and lenders are there to
support the transactions. The timing
of a COVID vaccine being made
readily available, as well as proposed
tax reforms, are variables that could
have significant implications on the
transaction market.

Andrew K. Petryk is a managing
director at Brown Gibbons Lang &
Co. Contact him at 216-920-6613 or
apetryk@bglco.com.

AKRON
CANTON

bmdllc.com

CLEVELAND
COLUMBUS

Are Your Second
and Third

Generations
Prepared for the
Future?

BONITA SPRINGS
JACKSONVILLE

BMD’s Family Wealth Management Team provides counsel
and strategic training of second and third generations
including Business, Estate and Tax planning:

¢« Asset Protection

*  Business Succession Planning (Passive, Active)

e Family Boards

e Estate and Generation-Skipping Transfer (GST)
Tax Planning

* Investment Opportunities
*  Prenuptial Agreements

¢ Family Legacy Planning

¢ Charitable Giving

*  Private Foundation Formation & Administration

BMD lawyers advise and represent multiple generations of
clients in long-term planning for their families, businesses

and charitable foundations.

For more information, please contact Richard Burke at
330.374.5255 or rwburke@bmdllc.com, or Cassandra Manna
at 216.658.2206 or clmanna@bmdllc.com.

ORLANDO
PHOENIX/SCOTTSDALE

BMD

Brennan Manna Diamond
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AC G®Cleveland

5% e N

The ACG Cleveland Women in Transactions network group hosts a variety of professional development, educational, charitable and social events that provide valuable
resources and connections to other professional women. Previous events (pre-pandemic) have included golf clinics, poker night, skeet shooting, Wine & Canvas, glass
blowing, spa days, Dressing for Success, theater nights and leader speeches. The mission of the Women in Transactions is to bring innovative, educational content to

advance careers and foster leadership.

ow entering its 40th year
of establishment, ACG
Cleveland is dedicated to

serving the global business world
with its membership of Northeast
Ohio professionals who engage
in middle-market mergers and
acquisitions, as well as corporate
finance. The Cleveland chapter is
composed of about 500 members.
ACG Cleveland aims to serve its
members through a variety of ways,
including serving as a resource
for further business growth and
promoting its membership as
industry leaders within their
particular area of expertise.
Additionally, ACG Cleveland
provides its members with
leadership opportunities, committee
engagement, sponsorship
opportunities and a wide variety of

events, some of which have had to be
conducted virtually as a result of the
pandemic.

Its Diversity, Equity, and Inclusion
Initiative, meanwhile, was formed to:

« Embrace diversity, equity and
inclusion as drivers of member
satisfaction as well as organizational
innovation, value and growth;

« Serve as a DEI thought leader,
advocate and resource for members
while tapping into the worldwide
collective DEI knowledge and
experience of ACG Cleveland
members and partners; and

e Recommend, and help execute
on, programs, services, research,
approaches and strategies that will
help ACG Cleveland better leverage
DEI as a competitive advantage,
develop pipelines of leaders and

future members, and lead the middle
market M&A profession of the
future.

ACG Cleveland networks afford
additional opportunities for
engagement and action, including:

ACG Akron, which services the
needs of M&A professionals in the
Akron area. The group provides
networking and professional
development opportunities several
times per year. acg.org/cleveland/
networks/acg-akron

Corporate Development, a network
that is specifically designed for
corporate development professionals
who have a primary responsibility
within their companies to drive
growth through acquisitions.

Women in Transactions, composed
of individuals who are active
contributors to the deal transaction
process, including private equity
investors, strategic acquirers,
lenders, investment bankers,
consultants, transaction attorneys
and accountants.

Young ACG, which is the largest
young professional organization
across 59 global ACG chapters.
Young ACG Cleveland connects its
young deal making professionals
(ages 35 and younger) with peers
across all of the mergers and
acquisitions services and roles,
including private equity, corporate
development, banking, accounting,
insurance, wealth management,
consulting and more.

ACG Cleveland teed up its annual Golf Outing this year, albeit the framework was a bit different. Each foursome staggered times vs. having one large outing. The event
concluded with a virtual meeting with PGA golfer Henrik Stenson.

ACG Cleveland
2020-21 Officers and
Board of Directors

President
Thomas Welsh, Calfee, Halter & Griswold LLP

Past President
John Grabner, Hylant Group

President Elect
Cheryl Strom, The Riverside Co.

Executive Vice President — Governance
Charles Aquino, Citizens M&A Advisory

Executive Vice President — Innovation
Tricia Balser, CIBC

Executive Vice President — Annual Events
Jonathan Ives, SCG Partners

Executive Vice President — Programs
Thomas Libeg, Grant Thornton LLP

Executive Vice President — Brand
Matthew Roberts, Copper Run

BOARD OF DIRECTORS

John Allotta, BakerHostetler

Mark Brandt, Pease & Associates, CPAs
JR Doolos, KeyBanc Capital Markets
Terry Doyle, Calfee

Michael Ferkovic, BDO USA LLP
Bryan Fialkowski, Chase

Jeffrey Fickes, Vorys

Beth Haas, Cyprium Investment Partners
Joe Hatina, Jones Day

Mark Heinrich, Plante Moran
Margaret Jordan, SIKICH LLP

Matt Kolman, Deloitte

John Kramer, RPM International
Mindy Mardsen, Bober Markey Fedorovich
Thorne Matteson, PwC

Marty McCormick, FNB Mezzanine Finance
Jay Moroscak, Aon

Katie Noggle, Align Capital Partners
Wes Perry, ADP

Jim Rice, Ernst & Young

Robert Ross, Benesch

Jeff Schwab, Oswald Companies
Dale Vernon, AB Bernstein

William Watkins, Harris Williams

Michael Yee, Deloitte
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CRAIN'S LIST |SBA LENDERS

Ranked by dollar value of northern Ohio 7(a) loans approved in fiscal year 2020

COMPANY VALUE OF APPROVED LOANS VALUE OF APPROVED LOANS
RANK HEADQUARTERS CITY FISCAL 2020 FISCAL 2019 % CHANGE NUMBER OF LOANS FISCAL 2020 NUMBER OF LOANS FISCAL2019 % CHANGE

1 HUNTINGTON NATIONAL BANK $107,220,800 $126,709,500 -15.4% 873 892 -2.1%
Columbus

2 UNITED MIDWEST SAVINGS BANK NA $23,224,700 $11,043,000 110.3% 14 17 -17.6%
De Graff

3 KEYBANK NA $22,927,200 $15,092,600 51.9% 38 35 8.6%
Cleveland

4 FIRST COMMONWEALTH BANK $19,959,500 $14,651,100 36.2% 16 15 6.7%
Indiana, Pa.

5 LIVE OAK BANKING CO. $14,220,000 $14,409,000 -1.3% 8 13 -38.5%
Wilmington, N.C.

6 TCF NATIONAL BANK $11,048,100 $11,107,700 -0.5% 15 15 0.0%
Detroit

7 CFBANK NA $10,697,000 $320,000 3,242.8% 6 1 500.0%
Worthington

8 PEOPLES BANK $9,178,400 $3,319,800 176.5% 8 8 0.0%
Marietta

9 FIRST NATIONAL BANK OF $8,662,400 $6,767,000 28.0% 9 8 12.5%
PENNSYLVANIA
Greenville, Pa.
PREMIER BANK $7,798,800 $3,641,800 114.1% 1 5 120.0%

10

Youngstown

Source: Cleveland District office of the U.S. Small Business Administration. Send feedback to Chuck Soder (csoder@crain.com). | Numbers are for fiscal years ending Sept. 30 and include 7(a) loans made throughout the 28
northern Ohio counties in the SBA's Cleveland District.

Want the Excel version of this list — and every Crain's list? Become a Data Member: CrainsCleveland.com/data

AKRON | REAL ESTATE

22 Exchange building to convert from student housing

Renovation project will bring 236 one-, two- and three-bedroom market-rate apartments

BYDAN SHINGLER

Downtown Akron is getting a new
round of apartments that are expect-
ed to come online next year, thanks
to the redevelopment of a major stu-
dent housing complex.

The project is at the corner of
South Main and Exchange streets in
what’s known as 22 Exchange — a
student housing project that went
into foreclosure and was subse-
quently sold last year.

The buyer, Alabama’s Capstone Real
Estate Investments, is converting the
building to market-rate apartments
that it plans to begin leasing next year,
said Capstone principal and executive
vice president Christopher Mouron.

“The entire property will be trans-
formed, much of which is centered
around enlarging bedrooms, creating
kitchens, additional storage space and
expanding bedroom closets while also
changing the unit count,” Mouron said.

The building currently has 142
units, but most are three- and
four-bedroom pods designed for stu-
dents, with individual leases for each
bedroom, Mouron said. While 19- and
20-year-olds might not mind sharing
their common space, including living
rooms and kitchens, that’s not a mod-
el that will work when it comes to leas-
ing to health care workers and other
adults, or to families, Mouron said.

“The older a person gets, the fewer
roommates they want,” he said.

With enrollment down at the Univer-
sity of Akron, 22 Exchange wasn't able
to attract and keep enough student ten-
ants, Mouron said. So the building
needs to be redesigned if it’s to succeed.

“When it (a building like 22 Ex-
change) fails at the purpose for which
it’s built, it often doesn’t succeed at

The 22 Exchange student housing building, which its owner says will soon be converted
to market-rate apartments. | SHANE WYNN/AKRONSTOCK

any other purpose. ... 22 Ex-
change is built specifically
for the more transient, 18 to
22 (-year-old) student,’
Mouron said.

Redesigning it will result
in more units, and Cap-
stone’s plans will leave the
building with 236 units, in-
cluding 123 one-bedroom
apartments and 105
two-bedroom units, according to Cap-
stone vice president of acquisitions
John Baumhauer. The remaining eight
units will have three bedrooms each.

Capstone purchased the building
last year from Rialto Capital Manage-
ment for a little less than $13 million,
Mouron said. He declined to say what
the company expects to spend on the
redesign and renovations other than
that it will be “millions” of dollars.

“We're excited. We're about to begin
phase one, which will be our smallest
phase. And then phase two will more

Mouron

or less coincide with the ex-
piration of the current leas-
es,” Mouron said.

Because it’s student hous-
ing now, most leases run
from August through the fol-
lowing July to match the
school year. Mouron said
the major work on the site
will begin when the next
round of leases expire at the
end of July. The whole building should
be done by the summer of 2022,
though Capstone will likely finish and
rent some units before then, he said.

“We’ll begin converting units in
phase one. Phase one will also im-
prove the offices there on site, the
amenities there on site and when it
warms up and the temperature allows
we'll paint the exterior,” Mouron said.

Phase two of the project will entail
the conversion of most of the build-
ing, which Capstone hopes will then
appeal to a different market than 22

Exchange has traditionally served —
students — but also a different market
than what many other developers in
and around downtown are chasing.

Mouron said Capstone plans to offer
units for rents that are lower than some
of Akron’s other notable develop-
ments, such as The 159 (formerly the
Law Building) or the Bowery District.
Rents in the Bowery, for example, typi-
cally range from about $1,000 to $3,000
per month. The Bowery, which already
hasrented many of its residential units,
has reported no trouble attracting resi-
dential tenants, even while retailers
and restaurants have held off awaiting
the end of the pandemic.

Capstone’s changes to 22 Exchange
should make the building attractive to
alarger market, though. That includes
possibly some students, particularly
graduate and post-graduate students,
Mouron said.

“We're trying to deliver a product
that is fairly price-conscious and
lends itself to be more available to
students, should they be interested in
that product type, and nonstudents
of course,” he said. “We’ll be able to
publish rents probably in the spring-
time, but we will be well below the
Law and Bowery.

That’s a good plan in the eyes of
the city, which is trying to attract a
broad range of new residents down-
town, from those who can afford the
Bowery’s most expensive units to
those who need cheaper rent or even
subsidized housing, said Jason
Segedy, Akron’s planning and urban
development director, who said he’s
supportive of the project.

Segedy said Capstone’s plan to of-
fer more affordable rent is also a pos-
itive for another reason.

“The fact that he said that is kind of a

sign of competition in the market. With
housingin particular ... it'’s almost hard
to have too much,” Segedy said.

Asked if he worried that downtown
was developing more housing than the
market can support, Segedy said he’s
not, so far, because city officials think
downtown still has a way to go before it
approaches market saturation.

“I'm confident it can (take more
housing), and we have some data to
back that up,” Segedy said. “When
the downtown plan was done a cou-
ple of years ago ... it showed us
downtown could absorb another
1,500 or so units. We're still a long
way from that.”

The city is also abating new construc-
tion in the hopes of spurring still more
residential development, downtown
and elsewhere. Segedy said improve-
ments that Capstone makes at its build-
ingwill enable it to take advantage of the
city’s 15-year abatement on any in-
crease in property value that comes
from the company’s investment.

Mouron and his company are also
not newcomers to this sort of develop-
ment. Capstone owns 22 other proper-
ties, representing 11,000 bedrooms,
most of them student housing, he said.

Butit’s successfully converted other
buildings, including in Lexington, Ky.,
and Murfreesboro, Tenn., he said.

Capstone has done those conversa-
tions because, like the University of Ak-
ron, other schools have also seen their
enrollments decline in recent years.

“The demographics would lead
you to believe these tick-downs in
enrollment are more holistic. ... I
don’t think what they (UA) are facing
is unique, Mouron said.

Dan Shingler: dshingler@crain.com,
(216) 771-5290, @DanShingler
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WORKFORCE AND LEADERSHIP DEVELOPMENT

THE BEST OF BOTH WORLDS

Meeting the needs of workforce development in a 21st century global innovation-driven economy demands a cooperative approach.The
university-organization partnership plays a key role in advancing globally oriented workforce development initiatives on a community, region or
state level. These partnerships often involve educational institutions and nonprofits, businesses, governments, school districts and other entities.

EVOLVING NEEDS

While university-
organization
partnerships are not

EL
new, changing
economics, policies and

demographics demand a more
comprehensive and strategic
approach to workforce development
collaboration.The impact of state
divestment in public higher
education also has intensified the
scope of a university's application of
its resources, according o the
American Association of Statfe
Colleges and Universities. Businesses,
for example, want to partner with
universities to help improve their
competitiveness in a knowledge-
based economy. Lawmakers and
community leaders see higher
education institutions as logical
partners in researching and
addressing workforce and other
challenges in cities and regions.

|

v

MEETING EMPLOYERS’ NEEDS

The Ohio Department of Higher Education is among 17 stafe agencies that engage in local, regional and
statewide workforce development initiatives. The state considers this network of inter-agency partnerships and
workforce programs as a foundation o help establish innovative strategies that will contfinue to grow Ohio’s
economy and its quality of life for its citizens, according fo the Ohio Governor’s Office of Workforce
Transformation’s 2020-2023 Combined State Plan.

UPSKILLING OHIO’S ECONOMY

credentials.

Similarly, Ohio’s TechCred program gives employers the opportunity to upskill employees in foday’s tech-centric
economy.This program has funded more than 15,000 fechnology-focused credentials, which are certificates or
certifications in fields such as business fechnology, health care fechnology, information technology, loT and
cybersecurity, and roboftics/automation. Employers who submit approved applications will be reimbursed by up
to $2,000 per credential when current or prospective employees complete eligible technology-focused

Eligible training providers include colleges, universities, technical centers and private training providers.The
current application period is open through Jan. 29. Details: fechcred.ohio.gov.

Many of the millions of workers nationwide who were laid off during the pandemic will need to train for new
jobs requiring new skills. Meeting the labor market needs in Northeast Ohio will require an ongoing alignment of
regionwide efforts and partnerships. By 2025, about 65% of Ohio’s workforce will need to have a two- or fouryear
degree or certified marketable skill to meet those market demands.The post-COVID 19 economy accelerates
the need for workforce development partnerships and initiatives, according to TeamNEO's 2020 report on
"Aligning Opportunities in Northeast Ohio.”

SOURCES: American Association of State Colleges and Universities, Brookings, Governor's Office of Work-

force Transformation, Ohio Development Services Agency, OhioTechCred, TeamNEO

Compiled by Kathy Ames Carr, Crain’s Content Studio-Cleveland

University-organizational partnerships: A model for success

CONNIE KING

clking@bw.edu
440-826-3821

Director of professional development
Baldwin Wallace University

King oversees the Baldwin Wallace department that
provides employee/organizational development and
tfraining services and helps Northeast Ohio organizations

succeed by building partnerships with BW and its plethora of resources. She
has been in higher education for over 10 years, and prior fo this, spent time in
the corporate environment in B2B frade show and event management, HR

outsourcing, editing and sales.

hat if your organizational needs,
challenges and goals could be
met through a seamless, flowing

partnership with endless options, benefits
and possibilities? It’s not a dream, it’s
reality.

For decades, the idea of university-
organizational partnerships typically
centered around R&D outcomes or building
internship connections in a bricks-and-
mortar society. And often organizations had
to contact multiple resources within the
university to service their business needs,
making the task daunting and tedious.
Time and a recent global pandemic have
proven a critical need for organizations

and their providers to think strategically,
be innovative and build strong, beneficial
alliances.

Enter the new model of the university-
organization partnership. The concept centers
around working with organizations in a
model that provides customizable benefits —
from the individual employee to the entire
organization — with one connection.

To create its model, Baldwin Wallace
University built on decades of long-standing
relationships with industry leaders to develop
a new university-organization partnership
framework.

“We realized there wasn’t a one-size-fits-all
approach to obtaining success or overcoming

challenges,” said John DiGennaro, associate
provost at Baldwin Wallace. “So, we approach
our organization partnerships by taking

a consultative approach, working side by
side, listening, working, listening, walking,
listening, talking through the process of
discovery ... creating beneficial, multifaceted
solutions to address their needs and build the
foundation of their success.”

This unique approach with a strategic
university partner like Baldwin Wallace can
help organizations retain and recruit the best
employees, solve organizational problems and
create growth.

“After nurturing numerous long-standing
relationships with industry leaders, we’ve been
able to build a strong, more intuitive model
with a lengthy list of success stories.”

For example:

¢ A small technology solutions company
needed assistance in creating a new diversity,
equity and inclusion department. Through
one-on-one consultation, BW guided it
through the process and, once implemented,
it facilitated ongoing, honest, open discussions
to bring employees closer together and more
engaged.

e A global leader in manufacturing/research
faced development challenges at a critical
turning point in their managerial talent
pipeline. Over 10 years, BW worked with the

company to develop and present an integral,
worldwide leadership program, re-evaluating
and redesigning the content to fit changing
strategies and environments.

e A regional health care provider developed

a comprehensive partnership with BW,

which packaged a variety of resources, from
continuing degreed education for individual
employees to consulting, training, internships
and organization-wide development.

¢ And, most recently through the pandemic,
Baldwin Wallace — realizing that many
organizations faced serious budget constraints
— offered free webinars for employees,
customized to culture and goals, whether to
address immediate challenges or long-term
strategic outlooks.

As evidenced by BW’s experiences, when
an organization finds a successful, robust and
holistic partnership with a university it can
lead to a tailored plan that not only addresses
current challenges but prepares the entity for
future change.
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WORKFORCE AND LEADERSHIP DEVELOPMENT

A NEW AGE IN WORKFORCE DEVELOPMENT

For all the inertia and uncertainty brought on by the pandemic, restrictions in travel, social distancing and changes in consumer behavior also
prompted a swift adoption of new technologies that organization executives say would otherwise have taken months or years fo implement.
Working remotely became the norm rather than the exception. Greater attention was paid to employee health and safety; digitization and
automation; and distance and agile learning. “"Innovation historically has driven changes beneficial to workers and humanity at large, and
new workplace frends hold the promise of greater productivity that will fuel broader well-being,” according to a Sept. 23 McKinsey report that
included a survey of responses from 800 global executives on the impact on COVID-19 in the workplace now and looking ahead. Workplace
tfransformation has revealed new opportunities for organizations to innovate and grow.

WELL-BEING TOP OF MIND

Work-life integratfion and
employee well-being were big
topics before 2020.Then the
pandemic took hold, and the
emphasis on employee health,
safety and well-being focused to
ensuring staff were equipped to
work remotely or on-site safely
and effectively. According fo a
2021 Deloitte Global Human
Capital Trends Survey, seven in
10 executives said the shift fo a
remote working
environment had a

positive impact on

their employees’ é-
well-being.

CONSCIOUS INNOVATION

Greater digitization and automation will help organizations monitor costs, improve productivity and continue to
innovate in a post-pandemic world, but they will need to make sure employees are prepared and well-trained to
embrace these changes if their organization is to realize continued resilience and sustainability.

DEFINING NEW PRIORITIES

home.

Employees’ considerations of well-being
shiffed during this fime, according fo the
Deloitte survey. Corporate benefits and
well-being resources were not as important
as access to digital collaborating software;
personal choice in how work gets done;
establishing new scheduling and meeting
norms; investing in fraining; providing
in-home Internet and needed technologies;
and reconfiguring physical workspaces at

productivity.

A NOD TO RECOGNITION

During periods of disruption, employees’ desire o receive
recognition increases 30%, according to Gartner.
Appreciation does not necessarily equate fo a raise either.
Employees find gratification in public acknowledgement,
development opportunities and low-cost benefits.
Recognition also affords another opportunity
for managers to continue a two-way
conversation with their employees, on a
regular basis, fo help promote morale and

&
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Building a workforce development strategy for a modern world

Director
Paylocity

440-714-5620

CAMERON HUTCHERSON

CHutcherson@paylocity.com

Hutcherson covers the Northeastern Ohio, Western
Pennsylvania and West Virginia markets. He leads a feam focused on
designing solutions for middle market organizations fo enable improved
communication, collaboration, engagement, development and work from
anywhere. For almost two decades, he has led high-performance tfeams
at Fortune 500 technology firms in the telecommunications and software

industries.

annual performance reviews are here. As the

business world has realized the potential
that telecommuting has to offer, now is the
perfect time to modernize your workforce
development strategy to enable employees to
thrive in a digital world by focusing on access,
communication and performance management.

It’s the most wonderful time of year —

ACCESS

Building a culture of development at your
company might be even more important than
the specific purchases and processes, but giving
your employees the tools to bring that culture
to life is a critical beginning step.

Accessible, easy-to-use technology sits at
the crux of any modern workforce development
strategy with both hardware and software
playing a role. To find out where to start in
upgrading their technology stacks, employers
won’t need to look further than their
employees’ hands as the majority already own a
smartphone.

To do so effectively, though, it’s vital to pick
a workforce development software application
that offers user-friendliness and high
functionality across devices. To achieve the best
outcomes in adoption and utilization, it’s also
wise for employers to consider leveraging
existing applications that all employees already

have access to (hint: think payroll). Once
employees are able to access and engage in their
development journey using the right
technology, employers are in position to build a
culture of development.

COMMUNICATION

Employers need to look at how they are
supporting and encouraging development
outside of the traditional annual review process.

Keeping employees connected with those
who support their development is key to any
modern workforce development strategy. In the
world of work-from-anywhere, it doesn’t have to
be difficult if you consider using two of the
most popular mediums for communication
today — social media and video.

Delivering company announcements,
highlighting best practices and providing
training courses using social and video in an
asynchronous, on-demand fashion puts the
employee in position to consume info and
engage with others in a familiar, expected
format.

PERFORMANCE MANAGEMENT

The most effective performance management
process is an ongoing discussion from week to
week, not a once- or twice-a-year process. This
means employees, and supervisors, need
continual access to performance goals and
expectations and the ability to update progress
regularly by journaling discussions and

achievements throughout the year.

A modern performance management
approach should also include feedback and
recognition from peers, captured and logged in
real time. This ensures the entire body of an
employee’s progress throughout the year is
recorded, helping direct supervisors to provide
more inclusive, accurate performance ratings
with personalized development plans.
Delivering an ongoing performance
management review process that is transparent,
accessible and objective will have lasting
impacts on organizational health and company
results.

To get started with incorporating these
elements in your workforce development
strategy, lean on the partners you trust most to
help identify potential solutions, like your
benefit broker, financial adviser or trusted HR
and payroll solutions provider.

Paylocity’s modern, all-in-one platform, backed
by a culture that cares, sets you up for success
today and well beyond tomorrow with tailored,
right-sized solutions. To learn more about how
we partner with you to go Forward Together,
request a demo at www.paylocity.com.

{/f} paylocity

Forward Together.

This advertising-supported section/feature is produced by Crain’s Content Studio-Cleveland, the marketing storytelling arm of Crain’s
Cleveland Business.The Crain’s Cleveland Business newsroom is not involved in creating Crain’s Content Studio content.
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BOXCAST

From Page 1

BoxCast has three primary reve-
nue segments: houses of worship,
sports, and municipalities and small
businesses.

Houses of worship account for the
largest portion of the customer base.
That business was boosted by an Oc-
tober 2019 acquisition of Sunday
Streams, a Florida company that was
founded five years earlier and ca-
tered to faith-based organizations.

BoxCast’s athletics business pri-
marily is made up of high schools
and colleges that stream games, but
institutions have expanded the use
of the company’s streaming plat-
form by broadcasting graduations,
meetings and other events.

The fastest-growing segment is
made up of local governments and
small businesses.

“We see municipalities being a
huge uptick of growth for us as we
get to better understand that space,”
Daily said.

‘Lofty aspirations’

BoxCast'’s first foray into venture
capital funding was led by Updata
Partners, a Washington, D.C.-based
growth equity firm. Shure, an Illi-
nois-based audio equipment man-
ufacturer, also participated in the
Series A round.

“Alot of different firms” wanted to
invest in BoxCast, Brenner said. For
the company, it was more about
finding the best fit.

Updata Partners was appealing
because of its commitment to in-
vesting in software companies that
aren’t located in the Bay Area.
Shure, which was founded in 1925
and has nearly 40 facilities, was fa-
miliar, because the company had
already invested in BoxCast.

“The strength of the funding
round isn’t because we needed to
take money to continue survival,’
Daily said. “It’s really because we
have lofty aspirations of where we
can take it and what we can do with
that money to move the business
even further”

The bulk of the funds will go into
two key areas: people and products.

BoxCast expects to hire 40-plus
employees in the next year, and
could even double in size. At the
start of 2018, the company, after
outgrowing its space at Burke Lake-
front Airport, moved to 2401 West
Superior Viaduct. Its headquarters
in the three-story office building in
Ohio City has been largely unoccu-
pied during the pandemic, but Box-
Cast is hopeful its workers will re-
turn to its offices later this year.

The new hires, Brenner said, will fill
areas that are lacking and “double
down” on parts that are already strong.

The company also will use the
capital to “build better products and
market ourselves better,” Daily said.

‘Idiot-proof’

Walsh Jesuit High School’s largest
annual fundraiser is held in April. At-
tendees dress up, are wined and
dined, and participate in an auction.

Last year, the high school had
about a month to turn the fundrais-
er into a virtual event. Using Box-
Cast’s streaming platform, Walsh
Jesuit put on an event that generat-
ed funds that were in line with pre-
vious years, said Charles Korecki,
the school’s technology support
specialist.

“Even with nobody in the build-
ing, because we could reach our
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BoxCast’s streaming platform allows organizations to film events and make them
available on the mobile devices of people all over the world. | CONTRIBUTED PHOTOS

Jeff Lansky, an aspiring play-by-play broadcaster, calls Walsh Jesuit High School’s
sports events. Of the events that the high school streams via BoxCast, the football

games draw the most viewers.

core clientele, it was very success-
ful” Korecki said.

Like more than 100 high schools
and colleges in the state, Walsh Je-
suit mostly uses BoxCast’s technolo-
gy to broadcast sports events. The
school also streams church services,
and the pandemic prompted it to
broadcast graduation.

“It's phenomenally easy to use,
Korecki said. “It’s rock solid and quite
idiot-proof. You plug in and you go”

During football season, when Walsh
rebounded from a rough stretch to
post a 5-2 season, Korecki said he
watched in awe as viewers tuned in
from other states and Europe.

Jeff Lansky, a 2012 Walsh Jesuit
graduate, calls the play-by-play for
the school’s sports events. The foot-
ball team’s turnaround, combined
with the pandemic, made more
people aware of the quality of the
school’s productions, he said.

Lansky, who hopes to be a full-
time play-by-play broadcaster,
mentors the school’s student an-
nouncers. He’s trying to get more to
participate now that the broadcasts
have received more notice.

BoxCast'’s reach extends to the big
leagues, most notably via a deal with
Major League Soccer, as well as six of
its clubs. Some clubs buy back digital
rights from the league, then use Box-
Cast’s platform to stream games.

One of the more interesting uses
of the technology occurs in Major
League Baseball. Since 2018, Box-
Cast has had a partnership with the
San Diego Padres, who share bat-
ting practice footage with sea-
son-ticket holders.

‘The fun begins’

Now that BoxCast has received a
major capital infusion, “the fun be-
gins,” said board member Marchet-
ti, who has an extensive history of
working with startups.
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“When you have more money,
you can move faster,” said Marchet-
ti, whose background includes lead-
ership positions at Yelp and Yahoo.
“You can focus on the product and
organizational needs and meet
those needs faster””

Marchetti joined BoxCast'’s board
of directors shortly after moving to
Northeast Ohio from the Bay Area in
2017. He said the company is pro-
gressing how he figured it would,
thanks to a leadership team that he
said is “strong, smart and cohesive.”

As BoxCast has grown, so has
outside firms’ appetite to acquire a
business that airs millions of
broadcasts and has thousands of
customers.

Daily said “it’s pretty regular” that
he’s approached about an acquisi-
tion.

“There’s an inevitability to it,” he
said of such a deal, though the CEO
stressed that BoxCast will be pa-
tient.

“I can tell you when you take a
$20 million investment, your new
investor isn’t ready to sell you right
away,” Daily said.

Carter Griffin, Updata Partners’
general partner, is now part of Box-
Cast’s five-person board. Daily de-
clined to say how much equity the
new investors have, but said his
group still possesses “the lion’s
share of the business.”

The approach — “building a great
product and winning one customer
at a time” — will be the same, the
CEO said.

What will change, Marchetti be-
lieves, is the pace at which BoxCast’s
growth occurs.

“This is going to be a great success
story,” Marchetti said. “It already is
for Cleveland, just with the jobs
they've created”

Kevin Kleps: kkleps@crain.com,
(216) 771-5256, @KevinKleps

ASHLAND

From Page 1

Ashland officials said the program
brought in more than $30.4 million
over four years in Pell Grant funding
as part of a federal pilot program that
began in 2016. Those awards are ear-
marked for students with extreme fi-
nancial need. The program is free for
the vast majority of students who use
their Pell allotment to enroll.

Enrollment in Ashland’s program
more than doubled between the 2017
and 2018 academic years. This comes
as its traditional full-time undergrad-
uate population, the steadiest source
of revenue for institutions like Ash-
land, is shrinking. Its $47.6 million
endowment sits far lower than simi-
larly sized colleges in Northeast
Ohio, and the university is just a few
years out from earning a junk bond
rating from Moody’s.

Administrators said they're invest-
ed and would continue the work
even if those grants went away. But
with the impending expansion of
that federal program that’s behind
the growth, the university finds itself
in the middle of a national controver-
sy with other providers over the qual-
ity of the education it’s delivering.

The school said it’s invited into states
by departments of corrections, a num-
ber that’s estimated to currently clock
in at about 70 reported remote institu-
tions. It’s free for institutions, too.

Participating students are issued a
tablet with a silicone keyboard. They
use an online learning platform to
watch videos, read course materials
and take tests. Officials said there’s
about 20 to 25 students to one profes-
sor. A messaging service allows both
sides to communicate. Some institu-
tions have Wi-Fi capabilities. Others
allow work to be submitted by con-
necting the device to a kiosk.

The majority of graduates — 765
over the past four years, officials said
— earn an associate’s degree in gen-
eral studies or the same degree with a
business concentration. A smaller
number earn bachelor’s degrees in
communications, interdisciplinary
studies or multidisciplinary studies.

That’s different from how other
higher ed prison programs work. Re-
sources vary from place to place. The
majority are set up around either a
correspondence model, like the one
Ohio University uses, or by offering
in-person classes, which Sinclair
Community College in Dayton did
pre-pandemic.

ROCKET

From Page 1

“The core of ... the growth of any
city is good-paying jobs that allow its
citizens the opportunity for success,’
Malloy said. “And the city of Cleve-
land and the state of Ohio are very
committed to that.”

The first piece of the incentive pro-
posal will become public Wednes-
day, Jan. 20, in the form of legislation
introduced at Cleveland City Coun-
cil. The deal also hinges on potential
aid from the state and JobsOhio, the
statewide private, nonprofit eco-
nomic development corporation.

Nobody involved in the negotiations
would discuss the package in detail.
The city did not make anyone available
for an interview about the project and
was unable to provide a prepared
statement to Crain’s by deadline.

Cleveland’s economic develop-
ment toolbox includes job-creation
grants, typically equal to 0.5% of new
payroll. The city recently offered

As Ashland University'’s traditional
enrollment has decreased, the number of
students in its prison education program
has been on a steady rise.

| ALLISON WALTZ/ASHLAND UNIVERSITY

Asked about the program he over-
sees at Ashland, Todd Marshall recites
the school’s mission, emphasizing the
word “transformative” The work on
this front closely aligns, he said.

“I’s a transformation, and offend-
ers need transformation,” said Mar-
shall, Ashland’s vice president for cor-
rectional education and innovation.
“They want transformation. They
asked for it. That’s why they engage”

Ashland has been involved with
prison education since 1964. The
landscape changed for all institu-
tions three decades later, when a fed-
eral crime bill stripped the use of the
federal funding for those in prison.
Ashland continued its face-to-face
work during this time.

Its recent growth came via a federal
pilot program established in 2016 un-
der the Obama administration. This
initiative, known as Second Chance
Pell, offered a select amount of schools
the option to again receive those Pell
Grants for their prison programs.

As a recent article in The Marshall
Project detailed, the offering explod-
ed during the Trump administration.
Ashland officials estimated they'd
begin classes in about 20 new institu-
tions this spring.

They're set to expand into the
home state of New York’s Ann Jacobs.
She’s the executive director of the

Brecksville-based CrossCountry
Mortgage such a grant, with a five-
year term, for the company’s planned
headquarters relocation to the east-
ern edge of downtown.

Kevin Kelley, council’s president,
said it would be premature to discuss
the Rocket legislation. But he had
plenty to say about the prospect of
landing hundreds of jobs.

“I'm very encouraged. I'm very en-
thused. ... This is the kind of news we
need during a pandemic and during
a recession to kind of kick-start our
recovery,” he said.

JobsOhio spokesman Matt Engle-
hart confirmed that talks with the
company are underway. Any assis-
tance, he said, “will be made public
after a final agreement is executed.”

Malloy said that Rocket has room
for growth at the Higbee Building,
where the company has been a tenant
since 2016. Beyond the company’s
current footprint, there’s 110,000
square feet of available space at the
former department store, which now
houses a casino and offices.



City University of New York’s John
Jay College Institute for Justice and
Opportunity. Programs as wide-
spread as Ashland’s don’t know the
structure or needs of the local com-
munities they're setting up in, she
said, making it hard to support those
in prison when they transition out.

Ashland’s tablet program is in
about one-third of Ohio’s 28 correc-
tional institutions; there are no cur-
rent plans to expand into more. An
Ohio Department of Rehabilitation
and Correction official said the
school offered “in-person routine
check-ins” pre-pandemic.

The criticism it receives, Ashland
officials said, comes from “a preju-
dice against distance education.”

“We're going there to light a can-
dle in the darkness,” said Ashland’s
Marshall. “Other people say, ‘Well,
our candle is better than yours, or we
don’t like your candle. So we're gon-
na try and blow out your candle’
That'’s not helping the students”

But some say it’s a substandard ed-
ucation, arguing that critical thinking
and communication skills aren’t best
delivered in a tablet-based environ-
ment. Marshall said the courses are
the same quality as their in-person
offerings. According to Ashland, each
state’s department of corrections
looks through the curriculum, though
there’s no accrediting body dedicated
specifically to this work.

Jim Verhoye used to work for Min-
nesota’s Department of Corrections
as an education director. Before he

The property is controlled by Jack
Entertainment, a spinoff from Quick-
en Loans founder Dan Gilbert’s Rock
Ventures family of companies — a
group of businesses that also includes
the Cleveland Cavaliers.

Conversations about Rocket’s ex-
pansion began with a chat, nearly a
year ago, between Cavaliers CEO
Len Komoroski and an executive
from the Greater Cleveland Partner-
ship. The discussions didn’t stop
even as the pandemic sent thou-
sands of office workers, including
most of the lender’s downtown em-
ployees, home. And negotiations
continued after Rocket Cos., the par-
ent business, went public in August.

Deb Janik, GCP’s senior vice presi-
dent of business growth and develop-
ment, said she views the project as
much more than a one-off transaction.

“It’s the relationship, the ongoing
relationship with the company,
that’s going to allow us to keep mov-
ing forward — and hopefully sus-
taining growth for a long, long time,”
she said.

left to work at a nonprofit, he helped
Ashland set up in two Minnesota
prisons. Everyone he dealt with from
the university was great, he said. But
he ultimately called the experience
“a mixed bag’ adding that a tab-
let-focused delivery is far different
than what others encounter.

“Some people will say, ‘Well,
you're incarcerated, how good
should it be?’ ” he said. “I would ar-
gue, if we're gonna have it, we might
as well do it right, do it well and have
high quality, because it’s the right
thing to do”

The program was good for Ronnie
Hopkins. Education was key when
he was incarcerated, a lesson he first
learned by trading potato chips for
GED tutoring sessions with a fellow
inmate. On the same day he earned
that credential, a friend took him to
the prison’s site director to enroll in
Ashland’s program.

“It immediately hit me that this
was a real-life college degree,” said
Hopkins, 37. “It was hard. It took a lot
of work. It took a lot of discipline, and
it taught me discipline. And that was
one of the turning points in my life””

Hopkins got out of prison during
his second semester and finished his
degree at home, an experience he
said was much different than the one
behind bars because he had unfil-
tered access to the internet. Now he’s
working to get his bachelor’s degree
through Liberty University. His un-
cle is paying for it.

Those who want to continue their

Rocket Cos. employs more than
22,000 people nationwide, the vast
majority of them in Detroit. The flag-
ship mortgage business, which has
been phasing out the Quicken Loans
name, closed on a record $89 billion
in loans during the third quarter. Its
Cleveland bankers handle transac-
tions across the country.

“The type of jobs that we can gar-
ner are well-paying jobs, above the
median wages for Cuyahoga County
— mortgage bankers, primarily,”
said Ed Chatmon, a GCP vice presi-
dent of business growth and devel-
opment. “So it’s also an opportunity
to upskill and maybe attract some
workforce or hire residents within
the local communities.”

Striking an expansion deal with the
nation’s largest mortgage lender is
likely to help Northeast Ohio make
pitches to other growing companies,
said Walt Good, managing director of
projects for Team NEO, a nonprofit
economic development group that
serves as JobsOhio'’s regional affiliate.

“I don’t want to use hyperbole,”

education after prison can face road-
blocks by participating in the Sec-
ond Chance Pell offering. That's be-
cause there’s a set amount of money
Pell recipients receive and a con-
crete time in which they can use it.

Meagan Wilson studied landscape
of higher education in prison as part
of her work with consulting group
Ithaka S+R. One of the biggest take-
aways was how little was actually
known about the space, including
Second Chance Pell. The experi-
mental program could have real im-
plications for those using their one
shot at the grant.

“We didn’t know what the quality
of that programming was,” she said.
“I think that’s a lot of the issue is, that
there hasn’t been a lot of that kind of
quality assurance.”

In the outside world, people have
the freedom of choice in the market.
Options are far more limited in pris-
ons. But Ashland officials said no
one’s forcing students to enroll or
use their Pell allotment.

“We’re an educational institution,
and we do everything we're able to
help the students,” Marshall said.
“But ultimately, we are not a re-entry
nonprofit organization.”

And now more educational institu-
tions will have the option to enter the
sector. The most recent federal relief
package included a move to restore
Pell Grant eligibility for all incarcerat-
ed people. While those advocating for
face-to-face contact are pleased
about the expansion, they said they're
worried about changes.

“I am afraid that now this is just
going to open the floodgates to there
being economic incentive for all
sorts of other colleges to come in,’
CUNY'’s Jacobs said.

Ashland’s Marshall downplayed
any immediate plans, pointing out
that details of the rollout haven’t
been specified. But he did say the
university has broader experience
than others in the space and knows
how to scale.

The expansion has been on ad-
ministrators’ radars, though. In an
October 2020 interview with Crain’s,
Ashland president Carlos Campo re-
iterated that the school’s top spot in
the prison eduction landscape is im-
portant.

“As the leader now in the nation,
we don’t want to lose that position,”
he said. “So that’s certainly part of
our longer-term strategy.”

Amy Morona: amy.morona@crain.
com, (216) 771-5229, @AmyMorona

Good said, “but this is huge. Huge
and very exciting. And I think the
spinoff impact will also be very
much felt”

For downtown Cleveland, Rocket’s
hiring spree would be one of its big-
gest victories since late 2011, when
New York-based insurer AmTrust Fi-
nancial Services Inc. disclosed its
hopes of bringing 1,000 jobs to the
struggling financial district.

Coupled with the Sherwin-Wil-
liams Co’s plans to build a new head-
quarters just west of Public Square on
long-languishing parkinglots, the po-
tential Rocket project shows that
large employers still see the value of
an office environment and a cen-
ter-city address, said Joe Marinucci,
president and CEO of the nonprofit
Downtown Cleveland Alliance.

“You've got major corporations
investing in the city,” he said, “and
that’s a great signal that we can
leverage and build upon.”

Michelle Jarboe: michelle.jarboe@
crain.com, (216) 771-5437, @mjarboe

THE WEEK

A landmark even before the Agora set up shop there, the complex at 5000 Euclid Ave.

is more than a century old and, with the exception of the theater and ballroom, has
just been sold by an affiliate of Hemingway Development of Cleveland. | cosTAR

GETTING BIGGER: STERIS plc, the Dub-
lin, Ireland-based maker of steriliza-
tion products with U.S. operations
headquartered in Mentor, agreed to
buy Cantel Medical Corp. of Little
Falls, N.J., in a cash and stock trans-
action valued at $4.6 billion, includ-
ing the assumption of debt. Boards of
both companies unanimously ap-
proved the deal, which is expected to
close by the end of STERIS' first quar-
ter of fiscal 2022, ending June 30.
Cantel provides infection prevention
products and services primarily to
endoscopy and dental customers.
STERIS said the companies “expect
to realize annualized pre-tax cost
synergies of approximately $110 mil-
lion by the fourth fiscal year follow-
ing the close, with approximately
50% achieved in the first two years.”

FRESH START: Adding apartments to
the four-floor office building with
storefront retail is among the plans of
the new owner of the commercial
property at 5000 Euclid Ave. in Cleve-
land that’s attached to the landmark
Agora Theatre and Ballroom venue.
The new owner is RS Agora Partners
LLC, ajoint venture formed by Buda-
pest-based Sabor Group USA and Re-
new Partners LLC, a real estate devel-
opment concern with a portfolio of
multiple historic preservation proj-
ects in Geauga, Lake and Ashtabula
counties. According to Cuyahoga
County land records, RS Agora on
Jan. 4 paid $1.7 million for the com-
mercial components of the complex
to an affiliate of Hemingway Devel-
opment of Cleveland. Hemingway
revitalized the old structure and

made it a home for small businesses
in a partnership with the local com-
mercial development corporation
MidTown Inc.

JOB WELL DONE: Downtown Cleveland
Alliance announced that Joe Mari-
nucci, its president and CEO, is retir-
ing. Marinucci, 67, who has led the
economic development organiza-
tion since its 2006 inception, will
continue in the job through the end
of April. The transition committee of
the DCA board of directors, co-
chaired by chair TJ Asher and vice
chair Karen Paganini, will lead the
search effort for Marinucci’s succes-
sor. DCA said that among Marinuc-
ci’s accomplishments at the organi-
zation are helping downtown
Cleveland reach 20,000 residents,
establishing the largest Special Im-
provement District in the state, and
assisting with the hosting of the 2016
Republican National Convention.

GOING WITH THE FLOW: After a busy ex-
pansion year in 2020, Everstream an-
nounced growth plans for 2021 that
call for further building out its 5G
network in seven markets, an initia-
tive marking at least $47 million in
investments. The affected markets
are all within the business-only fiber
internet service provider’s Midwest
footprint and encompass Fort Wayne
and South Bend, Ind.; Lexington and
Louisville, Ky.; and Cincinnati, Day-
ton, and Toledo. The company an-
nounced it plans to lay more than
1,000 route miles in those areas. It's
part of 3,000 route miles Everstream
intends to build out this year.
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RSM US LLP

RSM is pleased to
announce that Matt
Franko has been
promoted to Principal,
serving as the Risk
Consulting Champion y
for Ohio. With more than 13
years' experience, Matt
specializes in working with
Consumer Products and
Insurance companies to analyze
their cybersecurity programs and
develop customized strategies to
align security needs with
business goals. Matt's work is
focused on serving clients in NE
Ohio, the US and internationally
as part of RSM’s Security and
Privacy Risk team.

ACCOUNTING

RSM US LLP

RSM is pleased to
announce that Shawn
Gilronan has been
promoted to Principal,
Business Intelligence &
Analytics, leading the
practice for the Great Lakes
region. Shawn has over 15 years
of experience serving clients in
Northeast Ohio, as well as
throughout the United States, as
part of RSM’s National Data
Analytics team. He specializes in
advising Industrial Product and
Consumer Products companies,
delivering data and analytics
solutions designed to provide
data-driven analysis and insights.

ACCOUNTING

Pease, CPAs

Alexander N.
Semerano, CPA

was recently named
Equity Partner for
Pease, CPAs. He
joined the firm in 1998
and currently oversees
the firm’s Accounting & Tax
Group. Alex holds several firm
leadership positions and will
continue to focus his efforts in
the development of the firm’s
specialized practice areas. “In
the 23 years we have worked
together, Alex has proven that he
has the right balance in strategic
vision and strong leadership.”
commented Kuno Bell,
Managing Partner at Pease,
CPAs.

Maloney + Novotny LLC

Matthew Ramsey
has been elected the
newest shareholder at
Maloney + Novotny
LLC (M+N). Matthew
began his career at
M+N in 2003 and works with
clients in a variety of industries
such as manufacturing,
healthcare organizations,
nonprofit entities, retail,
governmental institutions and is
an integral part of our SOC
(Service Organization Controls)
practice. Matthew is a member
of the American Institute of
Certified Public Accountants, the
Ohio Society of Certified Public
Accountants and ISACA.

maloney

maloney - NOVOINY.
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ENGINEERING / CONSULTING

Osborn Engineering

Osborn Engineering
announces the hiring
of Cleveland’s new
Director of Electrical
Engineering, David
Chesley, PE, RCDD.
David brings nearly 30 years of
experience as an innovative
electrical engineer and project
manager, licensed as a
professional engineer in 15+
states. David has spent much of
his career promoting sustainable
and resilient design principles
and has a proven track record of
client management and care. He
will be an integral addition to the
leadership at Osborn.

FINANCIAL SERVICES

JK Investment Group

JK Investment Group
is pleased to announce
the recent hiring of
Roger E. Godin as
Relationship Manager.
Roger will help provide
comprehensive wealth solutions
and personalized service to
existing clients of the firm.
Bringing over 15 years of
industry experience, Roger
previously worked for Baird
Private Wealth Management and
Wells Fargo Advisors where he
provided tailored financial
solutions to high net-worth
individuals and their families.
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JK Investment Group

JK Investment Group
is pleased to
announce the recent
addition of Brian
Kerber to the team as
Director of Business
Development. Brian brings over
20 years of experience in the
financial services industry
working in both retail and
wholesale distribution. He brings
his knowledge of all aspects of
the financial services business to
provide more robust services to
the firm’'s growing network of
advisors, as well as the
expanding client base.

FINANCIAL SERVICES

Project Management
Consultants LLC

Project Management
Consultants LLC
congratulates
Alexander Previts,
CPA on his promotion
to Senior Financial
Analyst. A Certified Public
Accountant, Alex works with the
PMC Team to secure and
manage public and private
financing options for
development projects and to
attract incentives for corporate
clients that are expanding or
relocating in Ohio and across the
country.

LAW

Ulmer & Berne LLP

Ulmer is proud to
announce Brett C.
Altier has been
promoted to Partner.
Altier is a real estate
attorney who assists
clients in all aspects of real estate
and environmental law, including
the development, acquisition,
disposition, and leasing of
property. He also represents
clients in litigation to resolve a
variety of complex real estate
and environmental disputes
involving property valuation,
mineral rights, and eminent
domain. He earned his J.D. from
Cleveland-Marshall College of
Law.

NEW GIG?

Preserve your career change
for years to come.
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Ulmer & Berne LLP

Ulmer is proud to
announce Daniela
Paez has been
promoted to Partner.
Paez is a business
litigator who focuses
her practice on complex
commercial, banking, fiduciary,
and broker-dealer litigation. She
represents clients ranging from
individuals, LLCs, and closely-
held corporations to
multinational companies and
financial institutions, in state and
federal courts, mediation,
arbitration, and international
disputes. She earned her J.D.
from Case Western Reserve
University School of Law.

LAW

Ulmer & Berne LLP

Ulmer is proud to
announce Raymond
D. Seiler has been
promoted to Partner.
Seiler is a real estate
attorney who
represents businesses, private
equity firms, and financial
institutions in all phases of
commercial real estate lending,
acquisition, disposition,
management, development, and
financing. He also assists with
acquisitions, divestitures, and
leases of long-term care facilities.
He earned his J.D. from The
Ohio State University Moritz
College of Law.

LAW

Frantz Ward LLP

Bradley Reed has
been elected Partner.
He focuses his practice
on working with
hospitals, physicians,
and other health care
providers regarding complex
regulatory and compliance issues
as well as on a wide range of
various data privacy and
cybersecurity issues including
investigating data security
incidents and advising clients on
data breach reporting, mitigation
and responses. Brad earned his
J.D. from the College of William
& Mary Law School and his B.A.
from The Ohio State University.

(F /) FRANTZ WARD

ATTORNEYS AT LAW

Frantz Ward LLP

Ryan Smith has been
elected Partner. He
focuses his practice on
employment litigation
and labor relations.
Ryan represents
management in a wide range of
matters, including employment
discrimination, retaliation, and
harassment, wage and hour
disputes, including class and
collective actions, and breaches
of non-competition and other
types of employment
agreements. He earned his J.D.
from The Ohio State University
Moritz College of Law and his
B.S. from Miami University.

LFW\ FRANTZ WARD

ATTORNEYS AT LAW

ANNOUNCE
BIG
NEWS
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Brouse McDowell LPA

Brouse is proud to
announce that Laura
Fryan and Nicholas
Kopcho have been
promoted to Partners.
Laura is a healthcare
attorney advising on
HIPAA, Stark and Anti-Kickback
compliance, vendor agreements
and employment contracts,
overpayments and government
investigations, reimbursement
issues, facility bylaws
and peer review plans,
state and federal
licensing, and
transactions. She
earned a JD and an
MBA from The
University of Akron.
Nick is an experienced trial and
appellate lawyer in civil and
commercial litigation. He also
advises healthcare providers on
contracting and reimbursement
issues, HIPAA matters, and
compliance with Medicare,
Medicaid, Anti-Kickback, and
Stark regulations. He earned a
JD from Cleveland-Marshall
College of Law.

Fryan

Kopcho
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MAY 12
10—-11AM.

BE A PART OF
THE SOLUTION

Join us for a very important morning forum
as we tackle this monumental issue head on
with local experts and the Crain’s newsroom.

A not-to-miss event.

REGISTER TODAY: Crainscleveland.com/DigitalDivideEvent

SPONSORSHIP INFORMATION: mike.schoenbrun@crain.com
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