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Panel Overview:
The Mission
The Ohio Employee Ownership Center (OEOC)
Case Studies:
-- Monroe Publishing ESOP

-- Evergreen CO-OP 0 s

Restaurant Opportunities Centers United
(ROC-United)

Q&A
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Mission:;
What Are We Trying To Accomplish?

Job Retention / Creation
Layoff Aversion

Worker Involvement
Workplace Fairness
Wealth Creation

Good Business Practices
Company Performance
Business Succession
Sustainability
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Mission;
What Are We Trying To Accomplish?
And é How Can We C

Employee Ownership!!

Can Help

OEOC June 1, 2011 4



| Ohio Employee Ownership Center (OEOC)

\ Succession Planning Program /

\I’echnical Retiring Owners /
: Distressed Companies
Assistance O Start-ups

\Prefeasib'lity Study Grants

Pro Member Referrals

ESOP / CO-OP Transaction

Network of EO Companies

/ Training Programs
/ Loan Fund

Research \
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Ohio Employee Ownership Center (OEOC)

Established in 1987 to help save companies faced with shutdown

Impact Metrics:
Worked with 650 Ohio Companies
(140,000 employees)
Assisted > 90 companies to employee ownership
Resulting in aprox 15,000 worker owners
Cost of $719 per job created or retained
Wealth creation for workers 1T aprox $350M
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Ohio Employee Ownership Center - Exiting Your Business - Overview

*I|I* ) @ A|A + http:Hmw.aeockem.ﬂrga’indE:u:.php,’succes5innpIanningfsuccessiun—planning—werview ¢ | [Qr Google

| Ohio Employee Ownership Center... | +

| Home | FAQ | Events Calendar | Events Registration | Forums | Login | ContactUs | Publications Order Form

Ohio Employee i .
OEOC Ownership Center - Exit Planning Hnmrk NP

Home = Exit Planning « Overview

L ] ] Reswrms
Exiting Your Business - Overview Doing Employee Ownership>

For ESOP Companies >

Library
Find A Professional

Ohio ESOP data

Preliminary Feasibility Grants

The Small Business t?‘:"”tm Loans
Succession Planning Program

at Kent State University News
Closely held businesses are the backbone of the American economy. Despite the attention paid to the stock market, Exiting Your Business -
the 8500 public companies traded there provide only 24% of private sector employment; by contrast, 4.6 million New FREE Webinar
closely held companies provide 76% of employment in the private sector. Practically all the job generation in the Series!
country is in the closely held sector. What is the most cost effective means of retaining these businesses and the jobs
they provide in our communities? Timely and effective succession planning. 2010 Employee Owner

Retreats - Learn More!

In the early 1980s, studies showed that 30% of family businesses made it to the 2nd generation of family ownership B Laundry

and management and 15% made it to the 3rd generation. Twenty vears later, a 2004 US Small Business
Administration study found that only 15% made it to the 2nd generation and 5% to the 3rd. It gets worse. The small
business monitor survey conducted by the Greater Cleveland Growth Association’s Council of Smaller Enterprises Succession Planning for

(FNSEY fromd far ovamnlo that nnle 1% of Moveland famile bneineee asemore hovo weitton o nlan far enncoccing

project starts up




OEOC Small Business
Succession Planning Program

Facts &

90% of all U.S. businesses are family-owned
and controlled.

They account for 65% of all wages paid, and

Generate 50% of GNP

More than a third of family business owners
are 61 or older.
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OEOC Small Business
Succession Planning Program

Facts &

8500 public companies employ 24% of
U.S. workforce

4.6 million privately-held businesses
employ 76% of U.S. workforce

Fortune 500 Companies are net
liguidators of jobs

Small privately-held, family-owned
businesses are the economic engine
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OEOC Small Business
Succession Planning Program

During the next 20 years close to 80 million
baby boomers will be retiring.

More than 70 percent of privately owned
businesses will be changing hands within the

next two decades.

The largest intergenerational transfer of
weal th 1 n history €& a

A "busi ness transt
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OEOC Small Business
Succession Planning Program

/0% of family-owned businesses in America will
not survive the first owner.

15% passed from first generation to second
generation, and about 8% from the second
generation to the third generation.

(2004 - Small Business Administration)

A COSE study found that only 21% of small and

closely-held businesses have a succession plan.

OEOC June 1, 2011
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Reasons for Succession Planning

Risk - Event may not meet your goals.

Are vyou willing to ri sk
Options - The longer you wait the fewer the

options.

Control - Who will control the company and its

future?
Value - Without a plan in place before death

or disability, value often declines rapidly.

OEOC June 1, 2011 12



Reasons for Succession Planning

Relationships ¢ Of ten family |
Life Changes € Unf oreseen eve
Mortality é éée We donot | 1 ve

Taxeseeéé How much wi | |
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Questions for SuccessiofPlanning

Have you avoided planning for the continuation of
your business?
If you have done some planning, is it out of date?

Do you wonder what value the IRS or the
Nmar ket o pl aces on your

Are your family members and key business
partners not aware of your plans?
Does your business represent most of your

estate?
Would you like to see the business continue after

you leave?
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Family

owners

Employees
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What Happens 1 f we
Succession Planning?

Busi nesses shut down
Empl oyees | ose |J obs
Citi es | ose tax ba:

Quality of life and services In those
communities suffer!
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In Our Opinion

Fallure to do Business Succession Planning
IS the Number 1 preventable cause of job
loss In Ohio!
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The Succession Planning Process

Set goals and objectives

- the business owner

- other stakeholders

Consider management succession
Determine best case scenario
Explore all the options

Prepare the company for sale
Implement a plan

OEOC June 1, 2011
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Succession Planning Options

Sel | Nout si deo
- Sale to Outside Strategic Buyer
- Sale to Outside Financial Buyer
Merger/Acquisition

Sel | Al nsi deo

- Sale to Partner

- Transfer to Family Members

- Transfer to Employees

Close Doors/liguidation

OEOC June 1, 2011
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Employee Ownership Options

Management (Leveraged Buyouts)
ESOPOSs
Employee Owned Co-0 p 0 S

(Employees may be best transfer option)

OEOC June 1, 2011
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Why Employee Ownership?

Retiring owner A Succession planning

Flexibility for owner

4 Sell all or part
A Retire or remain active

4 Ready market for selling a company that otherwise may not
nave one

Generate cash for owner
Create equity
Avoid shutdown

Prospect of improved corporate
performance

Take advantage of tax incentives
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Advantages to the owner In selling to your
employees (ESOP or Cap)

N\

Sell for nmar ket valueo
Tax advantages for the seller 1

IRSAi1042 roll overo enabl
taxes on capital gains

Business continues with same employees, same
customers, and same name

Provides a nmar ket o for
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Advantages for the ongoing business

Business continues as stand-alone firm in the
community

If ESOP loan, principle and interest deductible

| f ESOP sub nNnSo exempt f
Maintains business & payroll in community
Stabilizes property values and tax base

Broader ownership builds assets for more
working people, and can improve performance
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What i1s an ESOP?

Qualified ERISA retirement plan
Can borrow money

A way for employees to buy their
company without having to pay out of
their own pocket

Company makes contributions to the
ESOP

OEOC June 1, 2011
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What i1s an ESOP?

Stock i1s held In a Trust

ESOP Trust is the legal owner of the
stock with Employees as Participants

ESOP Invests primarily in company stock
Employee value in account
IS tax-sheltered

OEOC June 1, 2011
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How Do ESOPs Buy Stock?

OOOOOOOOOOOOOO



L—Iow Do ESOPs Repay the Loan?

OEOC June 1, 2011
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How Are Shares Allocated?

OEOC June 1, 2011
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Cooperatives

Not a Qualified Plan or Trust

No retirement income tax deferral

No annual plan administration required
No annual evaluation required

OEOC June 1, 2011
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Cooperatives

Co-0p Is the operating entity

Members pay fee (lump sum or payroll
deduction)

Equity bullt by % of retainage and co-op sets
distribution based on projected need

Income distributed via patronage dividends
or refund

Bank loan made directly to co-op
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ESOP vs. Ceop

Employee Stock Ownership Plans (ESOPSs)

ESOPs are qualified employee retirement trust plans that
iInvests primarily or exclusively in the securities of the
employing company and which can borrow money

Thus ownership is indirect

The ESOP borrows money from the bank to buy stock from
selling owner. The company repays loan with pretax income

ESOPSs in sub-chapter S corporations are income tax free

Because ESOPs are Federally regulated pension trusts,
ESOPs may be expensive to set up and maintain

ESOPs ar eeffettive far ovsership succession in
businesses with fewer than 20 or 25 employees

OEOC June 1, 2011 31



ESOP vs. Ceop

Employee Co-0ps

Employee co-ops (or worker co-ops) are like other co-ops:
they are owned directly by employee members who pay a
membership fee and who receive patronage allocations

Patronage dividends are allocated on the basis of their
labor input into the co-op

Patronage dividends are taxable to the members, not to the
CO-0p

The co-op can borrow money from the bank to buy stock
from selling owner

Because employee co-ops are inexpensive to set up and
maintain, they are highly cost-effective in ownership
succession in small businesses
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The Monroe Publishing
Company

A 100% Employee Owned Company
(ESOP)

OEOC June 1, 2011
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Mpﬂo

The Monroe Publishing t‘m?}

Company £
A 100% Employee Owned Company

The core product of The Monroe
Publishing Company ithhe Monroe
Evening Newss 20,000 circulation daily
newspaper. MPC also publisi&sdford
Nowa weekly newspaper serving the
southern portion of the county, other
alternative publications including a real
estate guide, commercial printing,
website development and marketing
design services.
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The Monroe Publishing P
Cﬂ Company %GSOPg
* A 100% Employee Owned Company oy

From Family Ownership to Employee Ownership

We have a rich history in our community, tracing our roots back to 1825. Our

modern history began in 1927 when JS Gray and Stuart Perry purchased the
newspaper, which eventually would be ow
When one of the main family shareholders decided it was time for her to divest her
holdings in the company, a sale to an outside buyer or newspaper group seemed
Imminent.

Fortunately, Grattan Gray, the president of the company at that time, did not want to

see an outside corporation take over the business, and he was the impetus behind the
creation of our ESOP. He believed it was imperative that the newspaper remain
Independent and locally owned. His solution was to sell the business to the

employees. Once a viable plan was developed, meetings were held with the employees
to explain how the sale could take place, and the risks involved that the employees
would be taking. In 1994, 90% of the employees voted to use their existing 401(k)
retirement accounts to help fund the initial stock purchase from the family, and our
ESOP was born. Five years later, bank loans were secured to completely buy out the
family shares, making the company 100% employer=d.
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The Monroe Publishing P
Cﬂ Company %GSOPg
* A 100% Employee Owned Company oy

Empl oyee owners have a st ake

Employees who invest their retirement funds in the stock of the company they work
for have a greater desire and incentive to do everything in their power to make the
company successful. At MPC, we harness that cooperative spirit by including
employee owners from all areas of the company on committees for projects both
small and large.

The first major undertaking of our newly formed ESOP company was to purchase new
printing presses and construct a facility to house our printing and distribution center.
This $6.8 million project was planned and completed in 1998 and was a true
collaborative effort by everyone in the company.

During 2003 and 2004, MPC underwent a $3.5 million renovation of our main
headquarters in historic downtown Monroe. Again, every step of the project was
overseen by a renovation committee, and employee owners were involved in all major
decisions. This project was completed on time and the loan was paid off completely In
2006.
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The Monroe Publishing I
Cﬂ Company 4:€SOP§
* A 100% Employee Owned Company e

Open Book Management

MPC believes that the only way for employee owners to
have the tools they need to help make the company

successful Il s to share the foi
with them.
We have embraced the 00Open BoglipMagnagem

concept from the beginning of our ESOP. Employees HEA}_TH\ ,
have access to weekly oOFiv E,

mont hly OFinancial Repor Eﬁ . _Tih '
provides a running forecast for projected revenue and [N ME > / || Xy
expenses, allowing plans to be adapted and changed t 3 R
stay on track of our budget. The company financials are
also reported in a detailed Annual Report and
Disclosure Statements that are distributed annually o
plan participants. { f 4
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The Monroe Publishing P
Uﬂ Company %ESOPg
* A 100% Employee Owned Company v

Communication Is the key. . .

At MPC, we use a variety of communications vehicles to keep our employee owners updated
on all aspects of the company. This includes a weekly bulletinnaia € | (oThe FYI
newsletters, weekly and monthly financial reports, a detailed Annual Report and Disclosure
Statements that 1 nclude all aspects of th
restrooms (0The Captive Audi enwideeNalsmad ) art
broadcast messages over our voicemail system.

Our ESOP Advisory Council has created an intranet website that features FAQs about our
ESOP, an events calendar, a photo gallery, council minutes da <y

Company meetings are held to update the employee owners on various topics, and to offer
education on the rights and responsibilities of employee ownership.

Th
-- NEws P i As long as we have your undivided attention, we
IEIIEI‘ St / r thought we'd take a moment to remind you about
e Ilmler a I some upcoming company events! ~
-. 's = ] N
B The “le H al Y g~ . & Wednesday, July 13 ’:\! o
Your f g NEws Sor Tlle ﬁreat : ) _ Weenie Wednesday! §\ C#
in WELLNESS COMMITTEE (PAGE 5) l}ll 0 ameo . Tume R =1 p—
; “ T Babies welcomed into Evening News newsroom (page 4) I B"sl“ess
e mployees (page 6 and 7) . o
0 Al
=4 "“.'"[ News' library dates back to 1930s - m
Pinter E . i
snags Files hlstory (= !m
T
= s o T s
y, M :
Mark these dates on your calendar.
- LS‘ 24 (When you get back to your deskl)
= - LaSall
Ve T
McBee keeps it all in one place — Page 2
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The Monroe Publishing P
Cﬂ Company %GSOPg
* A 100% Employee Owned Company oy

Employee Ownership requires a different culture . . .

A major difference between a traditional company and an ESOP company comes

down to a culture that must foster both openness and cooperation. Employee

owners have a vested interest in the success of their company, and they are quick

to offer valuable suggestions on surviyv
MPC, our employee owners have taken a proactive approach to keep our

company profitable. They often have the best suggestions when it comes to

controlling company expense and offer ideas for new revegereerating

products. They have willingly accepted reduced wages and increased job
responsibilities.

Employee owners feel that we are all in this togetBewve share in the profits
when times are good and we pull together to face adversity when times are bad.
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The Monroe Publishing
Company
A 100% Employee Owned Company

National Awards

National ESOP Company of the Y&aR007
AACE Awardd Audiovisuab 2006
AACE AwarddYoung ESOB 1996

State Awards

Michigan Employee Owner of the YeaLynne Boscld 2008
Michigan ESOP Company of the Y&£#007
Michigan ESOP Company of the Y&&005

Michigan Employee Owner of the Ye&Yicki Price- 2005
Michigan ESOP Company of the Ye2001

The ESOP Association

on behalf of all of its members, presents its

ESOP COMPANY oF THE YEAR AWARD/

Monroe Publishing Company

In recognition of its
commitment to employee ownersliip and

The ESOP Association

P i 2 .
2wy ”%:,g,-(:th :
Presented May 14, 2007 & 7. Michael Keeling, CAEZ
President

OEOC June 1, 2011
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MI}C The Monroe Publishing 5‘2‘52?}
0. 5

Company ”
A 100% Employee Owned Company ‘o

For Information about The Monroe Publishing Company
Contact:

Deborah Saul
20 W. First Street
Monroe, Ml 48161
734-242-1100
saul@monroenews.com
WWW.MONIroenews.com

For Information about Employee Ownership Contact:

Ohio Employee Ownership Center The ESOP Association

113 McGilvrey Hall 1726 M Street NW, Suite 50]
Kent, Ohio 44242 or Washington, DC 20036
330-:672-3028 -2982971
www.oeockent.edu WwWw.esopassociation.org
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EVERGREEN COOPERATIVE
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Create Jobs for Generate Wealth for Stabilize Neighborhoods
the Underemployed Low -Income Residents

BUILDING COMMUNITY WEALTH TO
TRANSFORM CLEVELAND AND CHANGE LIVES
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University Circle Traditional Boundary
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GREATER UNIVERSITY CIRCLE
NNew Geography of Col

EAST 79 ' STREET

EASTERN HOUGH/

WADE PARK / CLEVELAN®
HERITAGE LANE

2.

UPPER CHESTER

LITTLE IFA

L4

—

ASTERN FAIRFAX

i

BUCKEYE / SHAKER
ST. LUKEO®S

CITY LINE

aborat. i
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NEIGHBORHOOD CHALLENGES

Neighborhood Challenges
and Indicators
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