
By JAY MILLER
jmiller@crain.com

A long-awaited plan to ensure
that large construction projects in
Northeast Ohio have as broad an
economic impact as possible —
particularly by bringing more mi-
norities and women into the con-

struction industry — is taking a big
step forward.

The Commission on Economic
Inclusion, an arm of the Greater
Cleveland Partnership, is seeking
out property owners, public agen-
cies and others to report on their
long-term construction plans so
that it can prepare a forecast of

construction spending over the
next five years. A key goal of the
study is to create so-called “pre-ap-
prenticeship” programs to train
minorities and women for work in
construction trades that will be in
demand.

Mohr Partners Inc., a national
real estate advisory firm with an of-

fice in Cleveland, has been hired to
build a confidential database of
construction projects of $1 million
or more that are planned or con-
templated for the next half decade.
Jim Robey, Mohr’s Cleveland man-

aging director, said data gathering
will continue until mid-February.

The Commission on Economic
Inclusion wants to create a clear
picture of the anticipated demand
for construction services and 
employment based on 
expectations for residential and
commercial construction and ren-
ovation, as well as construction of
roads, sewers, utilities and other 
infrastructure.
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STILL THE GATEWAY
The Cleveland Browns, Cavaliers and Indians say
everything is driven by gate revenues, even if 
a national study indicates otherwise. ■■ Page 3
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LOOKING AHEAD

Notable Northeast Ohio leaders break out their crystal balls and tell you what
they think is in our near future. SPECIAL SECTION, Pages 13-17

Construction survey casts wide net
Commission aims to catalog all projects of $1 million or more
planned for next five years, with goal of benefiting community 

See CONSTRUCTION Page 19

See FINE Page 18

Paying a
fine is OK
with them
Experts believe many
entrepreneurs will
choose to go without
health insurance
By CHUCK SODER
csoder@crain.com

Art Geigel hasn’t made plans to
buy health insurance — and he
doesn’t plan to look into it anytime
soon.

Health insurance is too expensive,
in his view, and at the moment he’s
more concerned about getting his
new social media company off the
ground.

So if the federal government asks
him to pay a fine, so be it.

He’s one of many uninsured en-
trepreneurs who likely will continue
on without coverage, even after the
federal government starts fining
people who don’t have health insur-
ance, according to small business
experts who spoke with Crain’s.

Starting March 31, the govern-
ment will require most adults who
make at least $10,000 to buy health
insurance or pay a fine.

The new rule — part of the Patient
Protection and Affordable Care Act,
also known as Obamacare — will
have a disproportionate impact on
small business owners.

WANT TO PARTICIPATE?
To provide information for the sur-

vey, contact Doug Hoffman of Weber 
Murphy Fox at dhoffman@wmf-inc.com,
or Jim Robey of Mohr at
jim.robey@mohrpartners.com.
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Northern Ohio's Largest
Air Charter Service

Serving the area with 4 Beechjets and 2 Hawkers
• In-flight Wi-Fi Now Available •

AIR CHARTER SERVICE
AIRCRAFT MANAGEMENT

www.FlySkyQuest.com • 216-362-9904

M&A activity can trickle
down to shareholder level
Acquisitions can affect company value, for the good or the bad
By MICHELLE PARK LAZETTE

If business leaders’ answers to
one recent survey are a harbin-
ger of deals to come and mega-

deals keep getting inked, this year’s
robust volume of mergers and ac-
quisitions is likely to stay brisk.

The May 2014 KeyBank Middle
Market Business Sentiment Survey
found that one-third of middle-
market business executives sur-
veyed said they are likely to com-
plete an acquisition in the next six
months.

As companies change hands, the
value of their stock often changes,
too, immediately and long-term.
Thus, shareholders have reason to
gauge whether deals make sense
and are fair.

“The value of the company will
be influenced by the merger or ac-
quisition,” said Michael Nowacki,
owner of Nowacki Asset Manage-
ment, a Pepper Pike investment ad-
visory firm.

“The company being acquired
rarely gets a bad deal,” he added,
citing how the acquirer pays a pre-
mium to where the target’s stock is
trading. 

The other advantage to the ac-
quired entity’s investors is they get
liquidity, noted Ben Mackovak,
founder and portfolio manager of
Cavalier Capital LLC, a Cleveland
hedge fund that invests primarily in
small-cap companies.

“Especially for companies that
don’t trade at high volume, this al-
lows them to monetize that invest-
ment,” he said.

The greatest disadvantage,
Mackovak said, is having to put that
money back to work elsewhere.

Cavalier Capital has felt the im-
pact of recent M&A: It held stock in
one company that was acquired
this year and in three acquired last
year. From Mackovak’s perspective,
while shareholders “still did well”
on one particular deal, the price
could have been higher.

“When you’re trying to figure out
if this deal is fair, you need to look
at where it’s coming from,” Macko-
vak said. 

“If it’s a strategic buyer, there’s a
greater likelihood that it’s a fair
deal; they’re willing to pay a higher
price for the synergies. If it’s a pri-
vate equity deal, it could be a fair
deal, it could be opportunistic, and
if it’s a management-led buyout, it’s
probably opportunistic.”

“I’d caution shareholders when
they see a management-led buyout
— that’s when you should probably
do the work and find out if it’s a fair
deal,” he stressed.

Is it good or bad? 
To gauge a deal, Mackovak sug-

gests using the valuation to deter-
mine what multiple of cash flow is
being paid, then comparing that
multiple to those of comparable
deals. So, if a shareholder owns
stock in a widget company, he said,
and it’s selling for five times cash
flow when another was acquired for
10 times, the lower price could be

unfair.
Nowacki suggested valuing both

companies individually, and then
considering what the given deal af-
fords the acquirer, be it new cus-
tomers and/or cost savings.

“The company that’s doing the
acquiring sometimes will make bad
decisions,” Nowacki said. “Usually,
it’s hard to tell when it’s an-
nounced. If people do think it’s a
bad deal, it’ll be reflected in the
stock price. 

“A warning sign of a poor acqui-
sition is when your company ac-
quires a company that has no oper-
ational strategic basis for being
acquired,” Nowacki wrote in an
email. “If Coca-Cola buys a movie
production studio you should view
it with skepticism; if they buy a bot-
tled water company, tea, energy
drink company or Green Mountain
Coffee there are clear synergies.
However, even when there are clear
synergies, companies can still over-
pay or make mistakes.”

Talking to other investors, watch-
ing for what the media reports
about a deal and reading the reac-
tions of sell-side analysts, who tend
to know the companies the best, are
other ways of gauging whether a
deal is perceived to be good for a
company, said Lisa Rose, the senior
managing director who leads the
investor relations practice at Dix &
Eaton in Cleveland.

That said, the ultimate success of
a deal and its impact on stock price
are unknowns until they aren’t.

“Everyone knows that acquisi-
tions are difficult to integrate,” Rose
said. “When you’re bringing com-
panies together, you’re blending
cultures.”

All about timing
Marc Morgenstern, who invests

in private operating businesses
through the firm he founded, Blue
Mesa Partners, says environments
like that in 2014 — with cheap and
plentiful capital combined with an
appetite for acquisitions — are
when companies should be sellers.
From his perspective, people actu-
ally forget that one makes an in-
vestment to get in, but more impor-
tantly to get out.

“When you can get liquid, you
should get liquid,” he said. “I think
people should have a predisposi-
tion to sell rather than to hold.
When everybody desperately wants
what you have, that’s a very good
time to sell.

“Most companies, there are very
logical buyers of them — might be
three, might be 20,” Morgenstern
added. “It’s not thousands. Timing
really is 99% of life, and you can’t
just say to somebody … ‘Buy me in

three years.’”
The management team making

the decision to sell knows more
than most, he also asserted.

When deals are done right at the
right price and integration happens
successfully, stock value typically
appreciates, Rose noted. When in-
tegration is difficult and a company
culture is damaged, you can bet
there will be an impact on stock
price, she added.

Decided you don’t like a deal?
There’s not much small sharehold-
ers can do, according to Nowacki.
Options are limited to selling one’s
shares or voting against the deal.

“The biggest thing a shareholder
has to decide is do I stick it through
until the acquisition is complete, or
do I take the price that’s currently
available now and run,” agreed
Kevin H. Myeroff, CEO and presi-
dent of NCA Financial Planners in
Maple Heights. 

“Most people stick it out because
often in negotiations, the price will
go up.”

No end in sight
There are shareholders — typi-

cally those who hold larger posi-
tions in companies — who can in-
fluence decisions, and most
investment professionals expect an
increase in shareholder activism,
wherein investors approach man-
agement with concerns and the in-
tention of forcing change or attain-
ing a board seat, among other
things.

“Every single day, there’s a story
in the paper about an activist com-
ing after a company,” Dix & Eaton’s
Rose said. “A number of clients that
we have worked with have had sit-
uations where activists have come
to them. Sometimes it’s public, and
sometimes it’s not.”

And according to what she’s
hearing from advisers about this
year’s proxy season, there are signs
that activism is accelerating.

“Activists have become louder
because they’ve been unhappy with
results or decisions that manage-
ment has been making with respect
to M&A activity — or lack of M&A
activity,” Rose said. “I think ac-
tivism is becoming more the norm
than it used to be.”

Most investment professionals
say they aren’t attempting to guess
which companies will be acquired
in order to buy stock in them.

“You can’t predict the markets,
you can’t predict how it will do for
one sector and you certainly can’t
predict acquisition candidates,”
said Charlie Crowley, managing di-
rector at independent securities,
asset management and investment
banking firm, Boenning & Scatter-
good.

“The key is to find good compa-
nies at good values,” Crowley said.
“You can never count on an acqui-
sition helping, but if you’re a pa-
tient, long-term investor, and
you’re backing a good management
team and getting in on the front
end at a reasonable valuation, you
should do well in the long run.”     

“The company being
acquired rarely gets a bad
deal.” 

– Michael Nowacki,
owner, 

Nowacki Asset Management
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