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WHAT IS
EMPLOYEE
OWNERSHIP?

Employee ownership is increasingly
becoming the best succession plan for
companies wanting to sustain their legacy
and receive a fair price for the business they
worked hard to build.

There are several paths that lead to
employee ownership, and choosing the best
one will depend on your company size and

ultimately your business goals.

Broad-based employee ownership sustains
quality jobs, creates stronger businesses,

and preserves your company’s legacy.

Employee Stock Ownership Plans (ESOPs),
worker cooperatives, and Employee
Ownership Trusts have been around for
decades. Each path—or model—of
employee ownership has some key
characteristics that can help you decide

what will work best for your company.

Pictured: Laura Parkes, employee-
owner at California Solar Electric
Company (transitioned to employee
ownership by Project Equity in 2019)




THREE FORMS
OF EMPLOYEE
OWNERSHIP

Employee Stock
Ownership Plans
(ESOPs)

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 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
and ongoing costs.

Worker-owned
cooperatives

Worker cooperatives are 100%
employee-owned and are
governed by the people who
work there.

Employees pay a small equity
buy-in and the Board 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.

Employee
Ownership Trusts
(EOTs)

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

Employees don’t pay for
their ownership benefits,
and they receive a share of

the company’s annual
profits.

EOTs have lower set up
costs.




EMPLOYEE STOCK

OWNERSHIP PLANS

Employee Stock Ownership Plans (ESOPs)
are a popular choice. They are qualified ESOPs ARE:

retirement plans—in the same way a 401(K)

is— fer all f th .
is—and are used to transfer all or part of the . Slze—dependen’r: generally

company’s shares to a trust, administered on : :
advisable only for companies

with more than 40-50+
employees and $2M in

behalf of the employees.

revenue

e Tax positive: potentially
significant federal tax
benefits to the seller (at >30%
of stock held by the ESOP), to
the business, and to the
employees

e Highly regulated: part of a
qualified defined-contribution
employee benefit plan
designed to invest primarily in
the stock of the sponsoring
employer, and overseen by
ERISA / DOL

* More expensive: the high

setup costs and ongoing
administrative costs are far

f,fgq.[p : outweighed by tax benefits

"“*\ - L “'e;i'glkl = for companies above a

Sotnblished 2006 certain size

* Free to employees:

Piclieid: Ren Bdguiren, employees don’t pay for their

shares, instead shares are
gifted as a retirement benefit

employee-owner at A Slice of
New York (transitioned to
employee ownership by Project
Equity in 2017)







WORKER-OWNED
COOPERATIVES

Worker-owned cooperatives are 100 percent
employee-owned and are a popular choice
because of the many benefits, the lower cost to

set up and the full range of democratic values.

Pictured: Employee-owners at California Solar
Electric Company (transitioned to employee
ownership by Project Equity in 2019)






https://www.deltapipeline.com/

EMPLOYEE
OWNERSHIP TRUSTS

Employee Ownership Trusts
(EOTs), sometimes called
Perpetual Employee Trusts,
offer an option that safeguards
the ownership over the long
term by blending the trust
structure with some of the
democratic qualities of the

worker-owned cooperatives.

'.. €e ownership by

Project Equity in 2017)
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COMPARE
FEATURES

ﬁ )

Employee Stock Employee Worker-
Ownership Plans Ownership Trusts owned
(ESOPs) (EOTs) cooperatives
Suitable company Large Any size Any size
size . 20-40+ employees : :
Tax benefits m : No M
Set up and ongoin High but
i : .
P . offset by tax : Lower : Lowest
costs : : :
benefits : :
Flexibility of model . :
Within ESOP : ¢ Within coo
: Highly flexible .
parameters : .  parameters
Employees bu : : :
I:" Y y . No . No . @
their shares : : :
Employee role in m
strategic decision- : Optional : Optional :
making Democratic
governance
Percentage of : 2 s
company owned by Any percent ¢ Any percent : 100%*
employees
Profit-sharing built ~ : : M : @
. : z No : s

Designed to stay

employee-owned N M g
and avoid : ;i : :

acquisition




CALIFORNIA SOLAR
ELECTRIC COMPANY

Solar company in Northern California

Learn how they THRIVED

during the COVID-19 crisis>

A SLICE OF NEW
YORK

Two pizza shops in Silicon Valley

Read their story >

HAPPY EARTH
CLEANING
COMPANY

Cleaning service in Minneapolis

Watch their video >



https://project-equity.org/owner-stays/cal-solar-thrives-through-covid-crisis/
https://project-equity.org/owner-stays/a-slice-of-new-york/
https://project-equity.org/owner-retires/happy-earth-just-got-happier/

BOOK A FREE
CONSULT

NOW >
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{ Equity } WANT TO LEARN MORE?

Schedule a free 1-1 consultation

project-equity.org _
with one of our employee
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https://project-equity.org/
https://project-equity.org/
https://project-equity.org/free-consultation
https://project-equity.org/

