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ANNUAL RETREAT SEPT. 21 & 22

The program committee has done an excellent
job setting up this year’s signature event for the
Family Business Center of Hawai'i. It will be held
at the Sheraton Waikiki and members have gen-
erally found the benefits from attending increase
with the number of family members brought to
the annual retreat.

Joe Schmieder has extensive consulting experi-
ence with respect to providing guidance on to
succession and the resolution of complex family
business issues. He has also worked for a family
business. The interesting thing about his work
experience is that he led a multi-generational
family firm for 25 years but he was not a family
member. This has given him a unique perspec-
tive about family firm behavior from both a family
and non-family member perspective.

In his book, Innovation in the Family Business
Schmieder wrote that one of his goals was “to
inspire enterprising family to focus more energy
and resources on innovation throughout the fami-
ly business and to provide them some ideas for
creative directions to pursue on multiple dimen-
sions.” Attending the retreat will provide mem-
bers the opportunity to interact with Schmieder
on a more individual level.

A more detailed program will follow but | wanted
to ensure that members tried to reserve the date
and attend. The retreat keynote speaker is im-
portant for a good experience but the members
are really what make the retreat a great experi-
ence.

| look forward to you attending and having the
opportunity to interact with you over the two days.

Joe Schmieder the principal consultant with
the Family Business Consulting Group and
author of Innovation in the Family Business
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ETHAN LEE AND CRAIG CHONG PROVIDE USEFUL ADVISE ON
PREPARING FOR THE REALITIES OF PASSING ON ONE’S FIRM

v7

Members attending the FBCH’s meeting on Oahu on July 24,
2018 got a double treat with a presentation by Ethan Lee from
Pacific Business Valuations and Craig Chong, President and CEO
of Fresh Leadership. Ethan discussed some of the quantifiable
issues related to “realistically” valuing your business, while Craig
explored some of the processes and issues that need to be ad-
dressed when deciding how to pass on your family business.

Ethan laid out the parameters using as an example a firm that is
20 years old with $20 million in annual sales. The first thing he
recommended to do is forget about the possibility that somebody
is going to purchase your firm for strategic purposes. These type
of acquisitions do occur but they are very rare events. Thus, you
have to assume that your firm will go to a financial buyer, and
that buyer is going to base their purchase offer on the returns
they see the firm providing them. They will also incorporate a risk
factor into their calculations. In finance terms, they are going to
calculate the present value of the future earnings of the firm as it
exists today. They are not going to pay “you” for improvements,
they plan on making that will improve the cash flow.

Risk is one factor that a current owner can influence that will
enhance that present value calculation. For instance, to the de-
gree that you can make the size of your firm’s revenue flow con- )
tinue uninterrupted by your departure, this reduces the risk to an Craig Chong President and CEO of Fresh Leadership, speaking at the
external buyers. It also reduces the risk of selling to a family July Meeting of the Family Business Center of Hawai’ i
member. Of course, this can’t be done overnight and Ethan felt
that one might reasonably consider it taking three to five years to
prepare to sell one’s firm. A succession plan is needed to pass
on ownership’s good will.
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Craig Chung discussed the steps needed to prepare oneself emotionally
to pass on their business. Most owners want their business to continue
functioning and to both serve their customers and their employees. Itis
important for owners to think about the age at which they would like to
retire and to impart this information to an advisory council that should
meet at least once a year.

Business owners also need to calculate how much money they will need
to survive outside of their business. Over time, our business life and
personal life gets interwoven and the expenses associated with one
have an impact on the other. However, with the sales of one’s firm they
will be separate and many owners have never really calculated these
costs.

Craig also advises giving some thought to the issues of whether one’s
children are capable of operating the business or alternatively if they
have any desire to do so.

He suggests having a strategic plan that is operationalized so that one’s
advisory board can assess the degree to which it is carried out.

Finally, Craig laid out a process of reconciliation that helps to put family
members in the right frame of mind to deal with a major issue such as
the sale or transfer of a family firm.

Ethan Lee, from Pacific Business Valuations, speaking at the July
meeting of the Family Business Center of Hawai i
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MAUI CHAPTER HEARS ABOUT ESOP FROM A LOCAL EXPERT

Frieda S. Takaki, speaking at the Family Business Center of Ha-

wai'i’'s Maui Chapter on the pros and cons of an ESOP

Frieda Takaki, former President and CEO of Chart Rehabilitation of
Hawai'i Inc. spoke to the Maui Chapter of the FBCH on August 2nd.
Frieda had previously spoken at an Oahu Chapter meeting in No-
vember of 2008. She was president of the Hawai'i Chapter of the
ESOP association for ten years and also Chair of the national ESOP
Association in 2010. She is an impassioned believer in ESOP if
you are doing it for the right reason.

She pointed out that there are some tax advantages associated
with being an ESOP but that the real advantage comes from the
fact that employees as owners are more likely to engage in value
creation activity. This can range from turning off lights to identify-
ing activities that can be done in a more efficient manner.

She also pointed out that there can be some marketing ad-
vantages associated with being an ESOP, and she recommends
promoting the fact that you are an employee owned firm. This is
something that CHART has done since it became an ESOP in
2001. In support of her view, she pointed out that during the
great recession that began in 2008 ESOP firms had an employee
layoff rate of 1.3% while the rate for other types of firms were
9.5%. In at least one case this was because all employees agreed
to reduce their hours so that none had to be laid off.

Frieda believes that when you give employees a piece of the action

“this also gives them a stake in the free enterprise system and that
this provides the incentive to improve productivity and increases the
value creation activities to something that concerns all employees, not
just a new managers.”

Frieda also pointed out that there are some cons associated with
ESOP. In some cases firms considering an ESOP contract “experts”
and the large fees discourage them. She pointed out in some cases
fees that should have been around $50,000 ranged from $200,000
to as high as $750,000. She said we have expertise locally and that
every bank in Hawai'i has professionals who are well versed in ESOP.
In addition, she made an offer that is hard to resist. She said she
would be glad to provide advice and assistance for free, well you
would have to provide her airfare on islands other than Oahu.

Frieda finished her presentation by stating that the ESOP at CHART
was “the best thing | did in my entire life.” That is clearly an endorse-
ment you don’t hear very often.

A first step for any firm interested in an ESOP is to visit the site of the
National Center for Employee Ownership (www.NcEO.org). The site
has a large amount of material about ESOP and much of it is free.

Frieda Takaki illustrate the division between management and
employees in many organizations.
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LILIANE SCHUELLER BETTENCOURT, THE HEIR TO THE L’OREAL
“BETTERCOURT AFFAIR”

FIRM AND HER ROLE IN THE

Liliane Bettencourt is not a household name in the United States
but when she died, and actually before she died, she was the rich-
est woman in the world. She had a net worth of $44.9 billion when
she did at age 94 in 2017. She was the only child of the founder of
L'Oréal and she only had one child so the control of the family firm
and personal wealth was not an issue. Liliane’s mother died when
she was young and she was totally devoted to her father Eugéne
Schueller who founded and built L'Oréal into a multi-billion dollar
firm. She was also totally devoted to the firm.

Lilianne was not engaged in the active management of the firm but
after her father died in 1957 she remained extremely active in her
ownership role. She attended meetings and read all company re-
ports. She was also committed to ensuring that the firm remained
a family firm and had already made arrangements for her daughter
and two grandsons to inherit all her stock and most of her wealth.
There was just one problem, she was not particularly fond of her
daughter and seldom saw her even though she lived across the
street. In fact, she disliked her daughter.

The person she did enjoy seeing was Francois-Marie Banier, a pho-
tographer-writer-artist. He was 25 years younger than Liliane and
their relationship was purely a platonic one. In fact, Mr. Banier
often brought his boyfriend along when he met with Ms. Betten-
court. Their relationship continued over 20 years and while Banier
was a bit of a “gold digger” all admitted that he and Bettencourt
had similar interests and enjoyed each other’s company.

Ms. Bettencourt gave Mr. Banier hundreds of millions of dollars in
gifts and also gave millions of dollars of gifts to his boyfriend. If
you are a billionaire it is perfectly legal to give away hundreds of
millions of dollars in gifts. Ms. Bettencourt went even farther by
paying the tax of the gifts she gave, which also amounted to hun-
dreds of millions of dollars in tax.

Ms. Bettencourt’s daughter Francoise Bettencourt Meyer could not
stand Banier and this created a strain on their relationship. She
wanted to use the courts to get several life insurance policies,
worth approximately $500 million back, which had been given to
Banier as gifts. This just further increased the strain between
mother and daughter. At one point she told one of her grandsons
not to visit her because he reminded her of her daughter.

Eventually, the court decided that Ms. Bettencourt’s gifts after a
certain age were given when she had a diminished mental capacity
and they ordered them returned. At this point, Ms. Bettencourt was
suffering from Alzheimer and was no longer capable of being in-
volved in any court proceedings.

Liliane Schueller Bettencourt, who when she died on Sept.
217, 2017 had a net worth of $44.9 billion.

It is a tragic story of family discord complicated by the political activi-
ties of Bettencourt’s father and husband during World War Il, as well
as the illegal political contributions the family made to various French
politicians.

In the end it is a real life example of how family life and relationships
can destroy all semblance of family relationships.
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JOHN BUTLER

Faculty Director

Shidler College of Business
University of Hawai‘i at Manoa

ELISIA FLORES
CFO

L&L Hawaiian Barbecue

SANDRA AU FONG
Senior Vice President/Secretary
Market City, Limited

KENNETH M. GILBERT
Senior Consultant/Partner
Business Consulting Resources, Inc.

JAMIE HIROTA
Project Manager
Sam O. Hirota, Inc.

MARJAN HOUSHMAND

Associate Faculty Director
Assistant Professor of Management
Shidler College of Business
University of Hawai‘i at Manoa

GUY KAMITAKI
Treasurer
HouseMart

CHARLES (CHUCK) R. KELLEY, M.D.
President and Chairman of the Board
Seaside Ohana Investments

JENNY KELLEY, M.D.
Advisory Board Member
Seaside Ohana Investments

JOHN MORGAN
President
Kualoa Ranch Hawai'i, Inc.

MYRON M. NAKATA
Former President
Acutron Co., Inc.

NOEL PACARRO BROWN

Financial Advisor,

Senior Investment Management Consultant
First Vice President

The Pacarro Group at Morgan Stanley

EMALIA PIETSCH
Senior Associate, Retail Division
Colliers Hawai®

V. VANCE ROLEY
Dean, Shidler College of Business
University of Hawai‘i at Manoa

WENDY SHELWALTER
CEO
Office Pavilion

JARED WATUMULL
Vice President
Watumull Brothers, Ltd..

LIA YOIUNG HUNG
DIRECTOR OF OPERATIONS
GOLDWINGS SUPPLY SERVICE, INC.
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Equipping, educating and celebrating families in business.

(Mission of the Family Business Center of Hawai'i)

MAUI

JOHN BUTLER

Faculty Director

Shidler College of Business
University of Hawai‘i at Manoa

KENNETH M. GILBERT
Senior Consultant/Partner

Business Consulting Resources, Inc.

CATHERINE NOBRIGA KIM
President and General Manager
Maui Soda & Ice Works, Ltd.

GINGER LUCY
Assistant Vice President
Trilogy Excursions

PAUL MIZOGUCHI
Vice President
HouseMart

NELSON OKUMURA
President
VIP Foodservice

RYAN OUYE
General Manager
Service Rentals & Supplies

V. VANCE ROLEY
Dean, Shidler College of Business
University of Hawai‘i at Manoa

ALVAN SANTANDER
Assistant Vice President and
Commercial Banking Officer

Bank of Hawaii-Maui Commercial Banking

Upcoming Events:

Sept. 21-22
Annual Retreat

HAWAI'I

ROBERTA CHU

Sr. Vice President & Manager Hawai'i Island
Commercial Banking Center

Bank of Hawaii

GREGG HIRATA

Vice President & Neighbor Island
Regional Manager

Hawaii National Bank

DAVID HONMA
Sr. Vice President & Island Manager
First Hawaiian Bank

WAYNE KAMITAKI
President
HouseMart

MICHAEL MIYAHIRA
Owner
Business Strategies

BARRY TANIGUCHI
Chairman and CEO
KTA Super Stores

TOBY TANIGUCHI

President
KTA Super Stores

STEVE UEDA
President and CEO
Suisan Company, Ltd.

Retreat Leader: Joe Schmieder, The Family Business Consulting Group

Sheraton Hotel

Nov. 8
Kelihi Golf Club, Maui
Sandy and Marvin Fong

Family Business Center of Hawai’i

Shidler College of Business
2404 Maile Way

Honolulu, HI 96822
Phone: 808-956-5092
Fax: 808-956-5107

The Family Business Center of Hawai'i is a
nonprofit, member-based forum, housed with-
in the Shidler College of Business at the Uni-
versity of Hawaii at Manoa. Administrative
support for the FBCH is provided by the Pacif-
ic Asian Center for Entrepreneurship .




