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EO= Employee Ownership

EO is a powerful business model that unlocks countless
opportunities to take your business, your employees and your
community to the next level.

Businesses that have transitioned to EO have grown faster than their traditional
business counterparts, their employees are more satisfied and their communities
retain local businesses.

EO is valued by owners, employees and communities that have experienced it,
but not well known or understood by most. This workbook helps bring to light
how EO can help meet your personal and business needs and goals, as well as
those of your shareholders and employees. EO can take several forms including
Employee Stock Ownership Plans (ESOPs), worker cooperatives and Employee
Ownership Trusts (EOTs). And it can help you achieve your goals, from leaving

a legacy after retirement, to deepening employee engagement, to strengthening
business outcomes.

Could EO help you meet the goals you
have for yourself and your business?

There are many reasons to consider EO for your business.
Are you retiring and need a succession plan that will
keep your business open for your employees and the
community? Do you want to increase productivity and
profitability by strengthening an ownership culture?

Is increasing employee engagement and retention your o
goal? EO can help with these issues and more.
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Is EO Right for Me and My Business?

Take this simple quiz to understand if EO is right for your business.

AGREE DISAGREE

| need to plan for retirement.

| want to sell my business for a competitive price.

My business is my legacy. It’s important that it lives on after I've retired.
It’s a priority that my employees retain their jobs after | retire.

| want to build a more equitable, inclusive workplace.

| want my employees to think and act more like owners.

| want to retain my best employees, and attract new ones.

| believe that business is best when everyone benefits, including me,
my employees and my community.

Now, circle the three statements that are MOST IMPORTANT to you.

If you AGREE with any of these statements,

you owe it to yourself and to your business to
explore EO. This workbook will start you on your
journey by explaining some of the benefits and
considerations when it comes to EO. You will also
find a list of EO experts who can help you with
additional information and walk you through the
transition process.
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EO= Excellent Operations

Reward the team that’s helped
you build your business.

There is nothing like the feeling of ownership, pride, accountability,
and responsibility that maximizes impact and efficiency. Employee-
owners have a stake in the outcome of their actions. They are
invested in the company’s success. And this is something that
employees want. According to a LinkedIn study, 64% of employees
would rather have more control over how they work than a 10% raise.

One of the biggest challenges as a CEO is to get your
employees to act like owners. With (Employee Ownership)
you don’t have that issue. Everybody is an owner and they
get to enjoy the success of the business.

— Small Business Owner

Ownership positively affects attitude and behavior. Owners are not just
focused on getting the job done but take a real interest in understanding how
their work fits the company’s mission and long-term goals. They tend to have
an entrepreneurial point of view—continually looking for ways to contribute
and improve. They take their commitments seriously and are accountable

for their actions. They understand how their unique talents strengthen the
business and build value.

You have the power to reward your team’s hard work by creating an employee-

owned business. Transitioning to an employee-owned business increases
employee engagement and drives business success.
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Business Assessment Tool

In order to sell your business to anyone, including your employees, you need two things:

1) Clean and easy to understand financials.

2) Something exciting to sell—assets such as unique product offering, a strong customer base,
excellent operations and a good management team.

Think about your business. Where does it excel and where could it use some work?

On a scale of 1to 5 with 1 needs most work and 5 being excellence, rate your business in the
following categories:

Customer Service

Management Team
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CASE STUDY

Leaving a Legacy That Works:
Rockman et al

Over the course of 25 years, Saul Rockman built Rockman et al from
a small research consulting firm he ran out of his basement into a thriving
company in the heart of San Francisco’s financial district.

By 2015, Saul was ready to retire. But when he started looking into

his options—selling to an outside buyer or merging with another firm—
he couldn’t find a partner that would give him a competitive price for

his business and leave his legacy intact. Saul wanted to ensure that the
valuable research that he and his team produced would continue after he
left the business.

That’s when Saul discovered employee ownership. After reading an article
about guiding small business owners through business transitions, Saul
decided to explore the possibility of selling Rockman et al to his employees.

Within 16 months, the transition was complete—and successful for
everyone involved.

Transitioning to EO allowed Saul to retire comfortably, knowing
he had left his legacy in the hands of those who helped build it.
And his former employees benefit as well.

“It’s been transformative for many people in the company,” said managing
director and co-owner David Wilmore. “They have a new responsibility and
have the investment in making sure this thing works for everybody.”

Taking a step back from the daily burden of ownership and focusing on
guiding the new employee-owners to success has been a satisfying and
rewarding change for Saul. Looking back on the process, he’s confident
he made the right decision. “The goal was an exit strategy that works for
everyone,” said Saul. “And we’ve succeeded.”
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It just makes sense that the people
who work for you—who’ve made
you the success that you are—
should be given the opportunity
of ownership.

— Saul Rockman
Founder and Former Owner, Rockman et al
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EO= Enterprise Optimization

EO is a tool to improve your
business operations and productivity.

EO is more than just an option for retirement. EO can result in higher profit margins,
lower employee turnover and tax benefits that you can realize while you still have

a stake in the business. It appeals to owners that have successful, stable businesses
who are looking for growth and continued innovation.

Employee-owned businesses grow sales 2% more year-over-year than their
traditional counterparts. When employees have an ownership mindset driven by an
actual stake in the company they are more likely to look for efficiencies and ways to
increase productivity and profit.

EO strengthens employee retention. Workers stick around more
than 50% longer than their peers in traditional businesses.

— Source: National Center for Employee Ownership

Along with greater earnings and the ability to build wealth,
the feeling of ownership and accountability is an incentive for
employees to stay longer and perform better. Lower turnover
means smoother operations and less cost to the business.
Employee turnover costs anywhere from one-half to two-
and-a-half times an employee’s salary. For someone making
$50,000 a year that cost could be as high as $125,000 in
hard costs and lost productivity.
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What is the annual cost of employee turnover in your business?

Employee turnover costs US businesses over a trillion dollars a year, reduces productivity and
harms morale.

Number of Employee Turnovers Per Year
Average Employee Salary

Cost Per Employee (Low End): 0.5 x B

Cost Per Employee (High End): 2.5 x B

Annual Cost to Your Business (Low End): A x C

Annual Cost to Your Business (High End): A x D
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CASE STUDY

Building Careers, Not Just Jobs:
Delta Pipeline, Inc.

When Craig Danley and Richard Vance started their utilities and construction
company, Delta Pipeline, Inc., they knew they wanted to run a business that
provided more than just a paycheck for their employees.

From the beginning, Craig and Richard adopted an employee-first attitude.
They provided profit sharing and leadership opportunities for employees, even
creating a training program called Delta Pipeline University that mentors up-
and-coming hires. And, every quarter, the pair hosted a recognition dinner to
celebrate their employees’ successes.

So, after more than 25 years in business, EO seemed like the natural next step
for their business. By 2017, Delta Pipeline became 100% employee-owned.

For Craig, transitioning to EO was a way to promote collaboration and learning
at all levels of the company. “I can’t do what the pipelayer can do, and the
pipelayer can’t do what the CEO can do. We need each other.”

Since becoming employee-owned, Craig believes that Delta
Pipeline has gained important advantages over other businesses
that are not employee-owned.

“There are various tax advantages for employee ownership that can give you a
competitive edge,” said Craig. “In our situation, we pay state tax, but no federal
tax. That’s definitely a competitive edge for whatever industry you’re in.”

Another benefit of the transition is Delta Pipeline’s ability to build their culture
from the ground up, hiring team members—future owners—who see Delta
Pipeline as a career and a lifestyle to invest in, rather than merely a job or
retirement plan.

“We believe this culture produces good outcomes for the city, the county

and the state. It’s very intentional, and it’s a part of our soul. It’s part of our
conversations. It’s in every decision we make. It’s not about me, it’s about we. |
think that’s what really sets us apart.”



You want everyone to experience
what it means to be an owner of
their life and an owner of their
company. What it means to be an
owner in their community. What it
means to make a difference.

To engage. To learn. To grow.

— Craig Danley
CEO and Stakeholer, Delta Pipeline, Inc.
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EO= Equitable Qutcomes

EO gives you a way to close the
income and wealth gap for your
employees and their communities.

Business ownership is very concentrated in America. The richest 10% of Americans
own 90% of business wealth while the bottom half own only 0.25%. (Source: HBR)
This disparity is leading more businesses to consider their role in closing the wage
and wealth gap.

Employee ownership is good for employees. Alongside home ownership and
retirement plans, employee ownership is one of the few ways for workers to build
wealth. Compared with traditional businesses, employee-owners have 33% higher
median wages and 92% higher median household net wealth. (Source: National Center
for Employee Ownership) Employee-owners are more likely to have savings to cover
unexpected expenses and emergencies.

Additional income means more to spend and invest in local communities. Whether
that means shopping locally, eating out more often, or supporting local causes,
higher wages and more net worth helps build strong, sustainable communities.

Building equity through employee ownership has
long been considered one of the few ways for 4
workers to build wealth, after a retirement plan and .
long-term homeownership, in a country where the
gap is widening precipitously between the small
percentage of wealthy and the working class.

— Source: Star Tribune
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CASE STUDY

A Triple Win:
A Yard & A Half Landscaping

When Eileen Michaels decided to retire, she wanted to leave her business as she
ran it: openly, collaboratively, and with a focus on her employees.

Over the course of 25 years, Eileen grew A Yard & A Half Landscaping into one
of the top-performing landscaping design, build, and maintenance firms in the
country. By 2013, A Yard & A Half was in the top 15% of American landscaping
companies, and the top 3% of all women-owned businesses in the country based
on annual sales.

(Employee Ownership) is one of

Many attributed A Yard & A Half’s . . ,
the best options because it doesn’t

success to Eileen’s management

style. As an owner, Eileen invested become a way of pleasing the whims
in her workers, operating with open of jUSt one person. On the contrary:
SBRKE, SEIERE (BT, Ge! Jefii it’s your business, but it’s also about
decision-making. putting people first.

So, when Eileen wanted to retire, — Yuri Reyes

selling A Yard & A Half to her Construction Crew Leader & Co-Op President,
employees seemed like the natural A Yard & A Half Landscaping

choice. Giving her employees the

chance to buy the company provided Eileen with a triple-win: She got a return
on the business she built, rewarded her employees for their commitment, and
ensured that jobs and services remained in her Greater Boston community.

Today, A Yard & A Half is celebrated as a successful
employee-owned business and continues to serve
as an inspiration in the community. The company’s
continued growth has paid off for its

employees, the majority of whom started

as entry-level team members. Beyond
building individual and professional
skills, workers have been able to buy
homes in the community, save for
their children’s education, and invest
in their own retirement.
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EO= Enduring Organizations

Build capital for growth today and
preserve your business legacy for
your employees and your community.

EO means better business and higher sales. It can create
financial stability to ensure your business continues and
grows. Higher profits create capital for improvements,
expanding your product line or finally getting space you
need for growth.

Your business is a testament to your innovative thinking, hard
work, and the relationships you have built within the community.
Your customers rely on the business to deliver the products and
services they need. You have contributed to the local community
economically and socially by employing local people, contributing to
local causes and creating a welcoming presence in your town center.

Employee ownership means your business will live on long after you
are off enjoying your retirement. Your valued customers will still be
able to rely on the service and products they trust. Your employees
will keep their jobs. And your community will continue to benefit
from thriving businesses.

[Business owners] can not only do better for
themselves but leave a legacy that includes their
employees and can make a successful business
even more successful as it goes forward.

— Small Business Owner
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Your Legacy

Reflect on your business and its value to your community. What continued impact do you hope
your business will make on your community, and customers after you have retired?
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CASE STUDY

Investing in People and Culture:
Optimax

After three decades in business, Optimax CEO Rick Plympton and President Mike
Mandina were ready to turn an eye to succession.

Through their partnership, Rick and Mike had transformed Rochester-based
Optimax into the leading precision optics manufacturer in the country, employing
over 400 people and generating $500 million in revenue. And they did so by
investing in their company’s people and culture—distributing a quarter of each
month’s profits to employees.

“Sharing profit with them as we go empowers each employee, each individual, to
spend the money or invest for the future,” said Rick. “The amount is the same for
fully-vested employees whether you're the janitor, or the president of the company,
or the CEO. We’re all on the same bonus plan.”

As the pair planned for Optimax’s future, they sought to guarantee the company’s
financial stability—and growth—while still preserving their employee-focused legacy.
That ruled out an outside buyer. And while Rick and Mike considered selling to their
younger leadership team, they felt that new owners might be persuaded to sell
down the line as Optimax expanded.

After considering all their options, Rick and Mike decided to transition
their business to employee ownership. With EO, the two ensure that the
business will never sell, profits will always be shared with employees,
and Optimax’s leadership will continue to prioritize innovation and new
creation. The transition is also a boon for Optimax’s customers, who are
guaranteed continuity for years to come.

“Our customers can rest assured that Optimax is never going to be sold,” said Mike.
“Most of the organizations that I’ve been able to speak with not only give a sigh of
relief, but they then go back and say: ‘What else can we be doing with Optimax?’”

Mike is confident that the transition will help their business thrive in the years to
come: “In the next 30 years, Optimax will generate over $5 billion in revenue, and
roughly half of that will be shared with our workforce: $2.5 billion. That’s how you
make an impact.”



Sharing profit with them as we go
empowers each employee, each
individual, to spend the money or
invest for the future.

— Rick Plympton
CEQO, Optimax
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EO= Exit Opportunity

Selling your business to your
employees ensures you get a
competitive value for your life’s work
when you exit your business.

You’ve worked hard building your business
and now you are looking toward the next
chapter. Maybe retirement is on the horizon,
or you are just ready for something new. If
you don’t have a plan to exit your business,
you are in good company. In fact, only 17% of
small business owners nearing retirement age
have a plan. Maybe you’ll sell or pass it on to a
family member?

Did you know that while 78% of small business
owners say that selling their business is their
retirement plan, only 20% of businesses put
on the market actually sell? And nearly 75% of
former business owners who do sell regret it.
The fact is you don’t want to sell to someone
who is going to take your customers and let
go of your faithful employees. Or someone
who will drastically change the business that
you worked hard to build.

EO allows you to retire with the assurance of

a fair value for you, continued service for your

customers and the community, and equity for
your employees.

4 Things to Think About When
Making a Succession Plan

When do you plan to retire or

exit your business?

Does your exit plan align with
your business goals? How does

it fit with the long and short term
business strategies?

Does your exit plan align with your
personal goals? Are you looking to
stay involved in the business?

Or for rest and relaxation that
comes with full retirement?

Who are your potential successors?
Do they have the skills and
knowledge to carry your

legacy forward?

Happy Retirement*
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Imagining Retirement

What are your retirement goals?
* When do you want to retire?
* What do you want to do in retirement?
* How much money do you need to be able to retire?
« Do you want to exit gradually over a period of years, or all at once?

Imagine you sold your business, and it’s five years after the sale. What do you want to see?
e For yourself, financially
 For your business and its success
* For your customers, partners and vendors
 For your employees
 For your legacy

What matters most to you? List the top 3 priorities.




CASE STUDY

A Confident Retirement:
Happy Earth Cleaning

In 2010—burnt out after 20 years in corporate life—Marion Dunbar decided
to make a change. Marion and her husband, Jesse, purchased the rights

to Happy Earth Cleaning, an environmentally friendly cleaning company,
and got to work. From the beginning, Marion and Jesse sought to build a
business that would do right by the environment, their employees, and their
community. Their mantra was simple: “A People Company That Cleans.”

After eight successful years, the pair decided they wanted to sell the
business in Minneapolis and return to their hometown of Seattle. But they
weren’t sure how to find a buyer, or what would happen to their business
after they were gone.

They worried that a buyer might dismantle the people-first culture they’'d
built, or keep their client list and lay off employees.

Ultimately, Marion and Jesse realized that transitioning Happy Earth to
an employee ownership model was the best thing for their business, their
employees, and their own peace of mind. Happy Earth became an EO
business in just nine months.

As an employee-owned business, Happy Earth more fully embodies
its philosophy of promoting a happy planet, happy community,

and happy people. They can retain their client base, while giving
employees control over their own growth, wages, and benefits.

And the employee-owners benefit from a renewed sense of proprietorship
and purpose. “Now, | want to take on challenges and responsibility,” said
founding worker-owner LA Luebbers. “Now, | believe in myself.”

Marion and Jesse then felt confident leaving their family business in the
hands of their other family: their employees.
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Knowing the team has hands-on
support after our departure gives
us the confidence to know we
are doing the right thing for the
employees and ourselves.



EO= Explore Options

Nearly three-quarters of former
business owners regret selling their
business. Transitioning to employee
ownership can help you feel
comfortable leaving your business,
knowing that the team who helped
build it will steward it into the future.

Exit Planning Institute
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Follow these three general steps:

Step 1: Don’t go it alone. A qualified employee ownership expert can help you explore
and learn, then determine what could be feasible for you and your business. They can
work with you to design the transition and transaction—from helping identify which form
of employee ownership could best meet your goals, educating you and your advisors, to
mapping out steps and timeline, then effectively navigating those steps.

Step 2: Consider your EO options. There are several models of employee ownership
including Employee Stock Ownership Plans (ESOPs), worker cooperatives, and Employee
Ownership Trusts (EOTs). Each employee ownership form has its own benefits, and all
have flexibility to design to meet your and your company’s needs. Your EO consultant can
help you determine the approach to take to meet your goals.

¢ 28:

Employee Stock Ownership
Plans (ESOPs)

Worker Cooperatives Employee Ownership Trusts

EOTs
Worker cooperatives are 100% ( )

employee-owned and are
governed by the people who
work there.

EQOTs, sometimes called
Perpetual Employee Trusts,
preserve the business over the
long term for the benefit of the
employees.

ESOPs are qualified retirement
plans used to transfer all or
part of the company’s shares
to a trust, administered on

behalf of the employees. Employees pay a small

equity buy-in and the Board

Employees earn their shares as
a retirement benefit.

ESOPs come with very
significant tax benefits, which,
coupled with regulation, mean
they can be a fit for companies
with more than 40-50+
employees, given higher set up

of Directors is made up of a
majority of employee-owners
who are elected by the full
membership.

Profit-sharing is built into the
model and is based on hours
worked. Worker cooperatives
have lower set up costs.

Employees don’t pay for
their ownership benefits, and
they receive a share of the
company’s annual profits.

EOT’s have lower set up costs.

and ongoing costs.

Step 3: Transition. The transition to employee ownership requires a well-designed
employee ownership structure, a well-executed transaction, appropriate financing, training
and education, and an investment in ownership culture. You may be looking to exit your
business or you may be looking for new ways to grow and expand your company while
remaining involved. A qualified employee ownership expert with experience across
different industries and employee ownership forms can be an invaluable resource to help
you learn more about how employee ownership could work for your situation.



To find out what EO= for you, i
contact an employee ow_nershj‘p expert.
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