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Fall Highlights from KLG

This season, the KLG team has been sharpening both |
skills and axes! We kicked off fall with a spirited night
out at NY Axe Throwing Range in Huntington, where
the crew enjoyed friendly competition and some
well-earned team bonding.

Shifting gears, we’ve been busy hosting a series of
Lunch & Learns. Featured here is our session on
“Introduction to Business Valuation,” presented to
Teitler & Teitler, LLP. A special thank you to

Louis Panariello and Joseph Ammirati for leading an |
engaging and insightful discussion, moderated by
Steven Cusumano and Glenn Liebman. It’s been a
season of growth, camaraderie, and continued
learning at KLG!

Upcoming Events

Thursday, November 13", 2025 Tuesday, November 18", 2025

South Palm Beach County Bar Association - Queens Women's Bar Association - Judiciary Night
South Beach Young Lawyers Happy Hour Location: Queens Theatre

(Event Sponsors)

Location: Kapow Noodle Bar Wednesday &Thursday, November 19" - 20*", 2025
Wednesday, November 12", 2025 National Conference of CPA Practitioners (NCCPAP) -

Annual Accounting & Tax Symposium 2025

Estate Planning Council of Westchester (Event Sponsors and Exhibitors)

County & Estate Planning Council of Lower .
Fairfield County - Joint Networking Event Location: Crest Hollow Country Club

Location: Greentree Country Club N .
Thursday, November 20*, 2025 | 12PM - KLG Webinar!

Monday, November 17", 2025 Topic: Digital Assets for Attorneys: Acquisition, Use, &
New York City Bar Association - Tracing Explained

The Children's Law Center' Gala Hosted By: Louis Panariello & David Gralnick
(Event Sponsors) Location: Zoom

Location: New York City Bar Association Click here to register! 1/4



https://www.linkedin.com/company/teitler-&-teitler-llp/
https://www.linkedin.com/in/louis-panariello-cpa-abv-cff-53841560/
https://www.linkedin.com/in/josephammirati/
https://www.linkedin.com/in/stevencusumano?miniProfileUrn=urn%3Ali%3Afsd_profile%3AACoAAAEx_AYBfobg5Jg8qfyeqXdIFpMoprG3TRc&lipi=urn%3Ali%3Apage%3Ad_flagship3_detail_base%3Bd8jGU%2BfARgKEGZCvHwH9%2Bw%3D%3D
https://www.linkedin.com/in/glenn-liebman-6316b55/
https://us02web.zoom.us/webinar/register/WN_0HUo93z8RWeihoetlad_lQ
https://www.linkedin.com/in/louis-panariello-cpa-abv-cff-53841560/
https://www.linkedin.com/in/davidgralnick/

COMMERCIAL LAW CASE OF INTEREST

Lloyd v. Argent Trust Co.

Case Background
¢ Plaintiffs were former employees of W BBQ Holdings, Inc. (“WBBQ”), a NYC-based restaurant

chain.

e In 2016, WBBQ’s Employee Stock Ownership Plan (ESOP) purchased 400,000 shares (80% of the
company) for $98.9 million—up from an initial $92 million agreement.

e Financing included:

o $20M loan from WBBQ.
o $73.9M loan from the selling shareholders (the Wetanson family), with a higher interest rate.

e Within months, WBBQ’s share value plummeted:

o $247.22/share at purchase - $72.20/share by year-end 2016 - $18.52/share by 2020.

¢ Plaintiffs alleged the valuation was inflated and based on biased projections from the sellers.

e Discovery revealed that ~$70M in sale proceeds were transferred to family trusts (BBQ Trust and
Gregor Wetanson 2015 Gift Trust), prompting asset tracing and claims under ERISA and New
York’s Uniform Voidable Transactions Act (UVTA).

Key Valuation Issues

e Reliance on Seller Projections: Argent Trust, the ESOP trustee, allegedly relied on financial
forecasts provided by the Wetanson family, who had a vested interest in inflating value.

e Failure to Account for Market Headwinds: Rising labor and property costs were foreseeable but
not factored into the valuation.

o Dilution Risk: Seller-held warrants could generate additional shares, diluting ESOP value.

¢ Loan Structure: The higher interest rate on the Seller Loan was questioned, especially since
WBBQ guaranteed the debt.

e Rapid Value Decline: The dramatic drop in share price post-transaction suggested the valuation

was not grounded in economic reality. 2/4



COMMERCIAL LAW CASE OF INTEREST (CONT’'D)

Court’s Findings and Decision
e The court granted plaintiffs leave to file a Second Amended Complaint (SAC), adding the Wetanson

Trusts and their trustees/beneficiaries as defendants.
e |t found:

o Plaintiffs showed “good cause” under Rule 16(b) due to diligent pursuit of asset tracing
discovery.

o The SAC plausibly alleged that the trusts received ESOP proceeds without consideration and
that Herbert Wetanson became insolvent as a result.

o Claims under ERISA § 502(a)(3) and UVTA were not futile, as the transfers occurred after the
UVTA’s effective date (April 4,2020).

o The SAC adequately traced ESOP funds into the trusts, supporting equitable relief claims.

o The defendants’ objections to discovery and delay contributed to the timing of the amendment.

o The court emphasized that trusts may be juridical entities depending on state law and trust

terms, and that trustees/beneficiaries can be named regardless.

Conclusions and Key Takeaways
e Attorneys:

o Should scrutinize valuation inputs and methodologies in ESOP transactions.
o Must consider asset tracing and forensic accounting as tools to uncover improper enrichment.
o Can pursue equitable relief under ERISA and state fraudulent transfer laws against non-
fiduciary parties.
o Should anticipate that courts may allow amendments to pleadings when discovery reveals new
financial misconduct.
This case reinforces the critical role of financial experts in litigation and the need for rigorous,
defensible valuation practices—especially when fiduciary duties and employee retirement assets are

involved.
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COMMERCIAL LAW CASE OF INTEREST (CONT'D)

Importance of the Case

This case is a significant precedent for attorneys and valuation professionals involved in ESOP
transactions, fiduciary liability, and financial expert testimony. It underscores:
e The legal scrutiny applied to valuation methodologies used in ESOP purchases.
e The importance of independence and rigor in financial projections and valuation inputs.
e The potential liability of trustees, sellers, and even non-fiduciary parties (e.g., trusts and
beneficiaries) under ERISA and state fraudulent transfer laws.
e The evidentiary weight courts give to asset tracing and forensic accounting in uncovering improper
enrichment.
For professionals, it’s a cautionary tale about the risks of relying on seller-provided projections and the

importance of documenting valuation assumptions and methodologies.

Read the full case here
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https://law.justia.com/cases/federal/district-courts/new-york/nysdce/1:2022cv04129/580196/152/

