Introduction to Employee Ownership

‘ \ David Hammer, Executive Director
ICA GROUP (617) 232-8765
dhammer@icagroup.org




ployee Stock Ownership Plans (ESOPs)
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he Problem: The Business Succession Crisis

Firm Ownership By Age (10 to 100 Employees)
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Firm Sales and Closures (Selected Industries & Regions) 1997 to 2013
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PERCENT OF CLOSED FIRMS THAT OPERATED FOR MORE
THAN 25 YEARS & CUMULATIVE VALUE OF ASSETS LOST
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[he Problem with the Problem




‘Unless | can sell my business, there’s not enougt
money for my spouse and | to live on.”

‘My business partner is looking to retire, but | can’
afford to buy them out.”

My business makes me ‘wealthy’ but where will th
cash for my child’s college come from?”
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F/nanCIally secure busmess owners nearlng ret/rement who see '
employee-ownership as their preferred succession option. They
want to give back to the employees and are willing to balance their -

sou
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financial needs with the benefits of worker ownership.




't Want to Be
> Only Boss

Owners that are not looking at retirement but wish to share the responsi
I Rk -
and rewards of ownership with a larger group of employees. These owne
M E TI S mission but are driven by the realization that the best partners for stabili
CONSTRUCTION growth are their employees.
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vners where one partner is looking at retirement or reducing their role in the
. These owners see their employees as the best partner to engage in the next
phase of the business.
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rs that are primarily driven by the finances of the transaction. They tend to be the most skeptical tha
yees have the financial and operational capacity to succeed and need assurances that the financin
structure of a transaction is secured before seriously engaging employees.




t do transactions look like when they get to lending stage?

e Wealth, Leave a Legacy

cession Planning Focus
Provider Facilitates

ationship between Selling
ner & Employees

|l oriented negotiations: How
we make this work?

\as Business Analyst &
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Don’t Want to Be the Only Boss

OUTLINE:

Is worker ownership a transition
option worth exploring given the
exit planning goals of owner(s)?

K

NO: Do not pursue a transition |

to worker ownership. End of
ICA engagement (company
pays only for work to date).

‘/ YES

| ASSESS:

The Partner T

and operationally feasible in light of the current

1 i Is a transition to worker ownership financially
state of the company and the goals of owner(s)?

X NO
|

K

NO: Do not pursue a
transition to worker
ownership. End of ICA
engagement.

O

Company engages ICAin a
separate scope of work to
prepare the company to be
conversion-ready.

‘/ YES

I STRUCTURE:

ICA works with company to sf
the financial, corporate, govel
and management aspects of

COMPLETE:
2% ICA helps facilitate the legal
of the company to worker ow

@i@y  SUPPORT:

ICA works with company to
policies and practices in plac
building a thriving ownership



Partner Trap, Ewing Controls

| ' '
j ~A—LI
s J

v Collaborative Analysis of Book:

v’ Structure and Systems Compile

v Finance Staff Heavily Involved

v’ Close or Employee Buyout?

v' Seller Financing Operations

v CFNE Financing Building

v 100% + Payback of Membersh

in within first year

Ewing Controls



Questions & Discussion

David Hammer
Executive Director
dhammer@icagroup.org
(617) 232-8765




