
E M P L OY E E  STO C K  OW N E R S H I P
P L A N  ( E S O P )  O P P O RT U N I T I E S
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E M P L OY E E  STO C K  OW N E R S H I P  P L A N  O P P O RT U N I T I E S

A  ma na g em ent  te a m  that  i s  cap a b l e  o f  op erating  a n d  g rowing  th e  b us in e ss  wi th o ut  y o ur  invo lvem ent .

Sta b l e  a n d  pre d i c ta b l e  ca s h  f l ow.

G o o d  pro sp e c ts  f or  f uture  pro sp eri t y  a n d  g row th .  Th e  g row th  o f  th e  c omp a ny  s h o u l d  b e  d e s cr i b e d  in  d e ta i l  in 
a  ma na g em ent-prep a re d  b us in e ss  p la n .

A  s o l i d  ta ng i b l e  a ss e t  b a s e ,  su c h  a s  a c c o unts  re c e i va b l e ,  inventor y,  ma c h in er y  a n d  e qu ipm ent .  Ha rd  a ss e ts 
ma ke  i t  e a s i er  to  f ina n c e  th e  a c qu i s i t i on  thro ug h  th e  us e  o f  d e b t ,  b ut  s er vi c e  c omp a n i e s  wi th o ut  s i g n i f i ca nt 
ta ng i b l e  a ss e ts  ca n  o b ta in  d e b t  f ina n c ing ,  a l b e i t  at  h i g h er  c o st .

Have  a  f a ir  ma rke t  va lu e  o f  at  l e a st  $ 5  m i l l i on  ( p o tenti a l l y  $ 1 0  m i l l i on  in  ord er  to  attra c t  th e  intere st  o f 
pri vate  e qu i t y  inve stor s ) .

1 .  To  l e ave  th e  b us in e ss  s o on

2 .  To  l e ave  th e  b us in e ss  wi th  ca s h  a d e quate  f or  f ina n c i a l  s e c uri t y

3 .  To  l e ave  th e  b us in e ss  to  emp l oy e e s

A n  Emp l o ye e  Sto ck  O wner s h ip  Pl a n  ( E S O P )  is  a  to o l  b us ine ss  o wner s  us e  to  ach i e v e 
thr e e  common  E x it  O b je c tiv e s :©
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A  ma na g em ent  te a m  that  i s  cap a b l e  o f  op erating  a n d  g rowing  th e  b us in e ss  wi th o ut  y o ur  invo lvem ent .

Sta b l e  a n d  pre d i c ta b l e  ca s h  f l ow.

G o o d  pro sp e c ts  f or  f uture  pro sp eri t y  a n d  g row th .  Th e  g row th  o f  th e  c omp a ny  s h o u l d  b e  d e s cr i b e d  in  d e ta i l  in 
a  ma na g em ent-prep a re d  b us in e ss  p la n .

A  s o l i d  ta ng i b l e  a ss e t  b a s e ,  su c h  a s  a c c o unts  re c e i va b l e ,  inventor y,  ma c h in er y  a n d  e qu ipm ent .  Ha rd  a ss e ts 
ma ke  i t  e a s i er  to  f ina n c e  th e  a c qu i s i t i on  thro ug h  th e  us e  o f  d e b t ,  b ut  s er vi c e  c omp a n i e s  wi th o ut  s i g n i f i ca nt 
ta ng i b l e  a ss e ts  ca n  o b ta in  d e b t  f ina n c ing ,  a l b e i t  at  h i g h er  c o st .

Have  a  f a ir  ma rke t  va lu e  o f  at  l e a st  $ 5  m i l l i on  ( pro b a b l y  $ 1 0  m i l l i on  in  ord er  to  attra c t  th e  intere st  o f  pri vate 
e qu i t y  inve stor s ) .

V E C I  wa s  a  3 5 -p er s on  f i rm  wi th  a nnua l  re venu e s  o f  $ 5  m i l l i on  a n d  a nnua l  ca s h  f l ow 
o f  $ 5 0 0 , 0 0 0 .  Ste ve  e xp l ore d  th e  s a l e  o f  h i s  c omp a ny  to  a n  o uts i d e  th ird  p a r t y,  b ut , 
a f ter  h i s  b us in e ss  bro ker ’s  inve sti g ati on ,  i t  app e a re d  that  a  ca s h  s a l e  wa s  un l i ke l y.

 

Ste ve ’s  s e c on d  c h o i c e  —  to  s e l l  V E C I  to  h i s  emp l oy e e s  —  wa s  pro b l emati c  b e caus e 
h e  kn e w  th e y  la c ke d  th e  a b i l i t y  ( a n d ,  p erhap s ,  th e  wi l l ing n e ss )  to  o b ta in  m e a n ing f u l 
f ina n c ing .  Ste ve  wa s  unwi l l ing  to  l e ave  V E C I  in  th e  ha n d s  o f  h i s  emp l oy e e s  —  n o 
matter  h ow  cap a b l e  o f  r unn ing  i t  th e y  m i g ht  b e  —  wi th o ut  th e  ma j ori t y  o f  th e 
c omp a ny ’s  va lu e  c onver te d  to  ca s h  a n d  stowe d  s a f e l y  in  h i s  p o c ke ts .  Th ere  s e em e d  to 
b e  n o  way  o ut .  He  wa s  stu c k  in  h i s  b us in e ss .

 

Ste ve ’s  on l y  e x i t  app e a re d  to  b e  to  d im in i s h  h i s  invo lvem ent  g ra dua l l y  in  th e  h op e 
that  V E C I  c o u l d  c ontinu e  to  d i str i b ute  e a rn ing s  to  h im .

 

Th en  Ste ve  re a d  a n  a r ti c l e  in  a n  a ir l in e  trave l  ma g a z in e  that  pre s ente d  a n  app e a l ing 
a l ternati ve :  He  c o u l d  ca s h  o ut  f or  f a ir  va lu e ,  h i s  emp l oy e e s  c o u l d  own  V E C I ,  a n d  — 
th e  f ro sting  on  th e  ca ke  —  h e  wo u l d  p ay  n o  ta xe s  on  th e  s a l e .  Th e  a r ti c l e  p a inte d  a 
p i c ture  f a r  to o  g o o d  to  b e  tr u e ,  b ut  h e  d e em e d  i t  wor th  a  p h on e  ca l l  to  h i s  cr ust y  o l d 
law  f irm .  Th i s  W h i te  Pap er  d e s cr i b e s  “th e  re st  o f  th e  stor y.”
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Le t ’s  l o o k  at  the  ca s e  o f  Ste v e  Vi c tor i a ,  s o l e  o wner  o f  Vi c tor i a  Eng ine er ing  a nd 
C ons u lting ,  Inc .  ( VE C I ) .

T H E  C A S E  O F  ST E VE  VI C TO R I A



E M P L OY E E  STO C K  OW N E R S H I P  P L A N

E S O Ps  have  re c e i ve d  a  l o t  o f  f avora b l e  pre ss  late l y.  It  i s  a l m o st  a s  i f  a n  E S O P  i s  th e  m o d ern- day 
e qu i va l ent  o f  a  d i e t  p i l l  that  a l l ow s  f o l k s  to  e at  a l l  th e y  wa nt  a n d  st i l l  l o s e  we i g ht .

E S O Ps  a re  to ute d  a s  a l l owing  b us in e ss  own er s  to  ca s h  o ut  at  f a ir  ma rke t  va lu e  f rom  th e ir 
b us in e ss e s ,  p ay  n o  ta xe s  on  th e  s a l e  a n d ,  in  th e  pro c e ss ,  tra nsf er  th e ir  c omp a n i e s  to  th e ir 
emp l oy e e s .  To  s ep a rate  tr uth  f rom  f i c t i on  —  or  re a l i t y  f rom  hy p e  —  b us in e ss  own er s  n e e d 
to  a s k  th e  f o l l owing  qu e sti ons :

W hat  a re  th e  a dva nta g e s  to  a n  own er  o f  s e l l ing  to  a n  E S O P ?  Th i s  W h i te  Pap er  e xp l ore s 
e a c h  qu e sti on  a n d  wi l l  h e lp  y o u  ma ke  s ens e  o f  th e  hy p e  a n d  o f  th e  c onf us ing  te c hn i ca l 
re qu irem ents  surro un d ing  E S O Ps .

W hat  i s  a n  E S O P ?

How  d o e s  a n  E S O P  b uy o ut  work ?

W hat  c omp a ny  c ha ra c ter i st i c s  a re  n e e d e d  to  ma ke  a n  E S O P  work  we l l ?

W hat  a re  a n  own er ’s  d i s a dva nta g e s  in  s e l l ing  to  a n  E S O P ?©
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W H AT  I S  A N  E S O P ?

E S O Ps  a r e  q u a l if i e d  r e tir ement  p l a ns ,  t y p i ca l l y  pr o f it  s h a r ing  p l a ns ,  w h i ch  mus t  inv e s t  pr im a r i l y  in  the  s to ck 
o f  the  sp ons or ing  emp l o yer  ( in  yo ur  ca s e ,  the  sp ons or ing  emp l o yer  is  yo ur  b us ine ss ) .  As  s uch ,  E S O Ps  mus t 
f o l l o w  a l l  r e q u ir ements  o f  g ov er n ing  l aw,  includ ing : 

Al l  f u l l -t im e  emp l oy e e s  u l t imate l y  p a r ti c ip ate  in  th e  p la n .

E a c h  p a r ti c ip a nt  i s  a l l o cate d  a  s ha re  o f  th e  p la n  a ss e ts  in  prop or ti on  to  c omp ens ati on .

Fu l l  ve st ing  o f  b en e f i ts  ca nn o t  e xc e e d  s i x  y e a r s  f rom  date  o f  p a r ti c ip ati on .  Up on  term inati on  o f  emp l oym ent ,  th e 
p la n  must  g i ve  th e  p a r ti c ip a nt  th e  r i g ht  to  re c e i ve  h i s  or  h er  a c c o unt  b a la n c e  in  ca s h  o ver  f i ve  y e a r s .

C ontri b uti ons  to  th e  p la n  by  th e  c omp a ny  a re  ta x  d e du c ti b l e  a n d  th e  p la n  d o e s  n o t  p ay  in c om e  ta x  on  in c om e  i t 
e a rns .  Eventua l l y,  p a r ti c ip a nts  p ay  a n  in c om e  ta x  wh en  th e y  term inate  emp l oym ent  a n d  re c e i ve  a  ca s h  d i str i b uti on 
f rom  th e  E S O P  (un l e ss  ro l l e d  o ver  into  a n  I R A) .

Th e  c h i e f  d i f f eren c e  b e t we en  a n  E S O P  a n d  a  re g u la r  pro f i t  s ha ring  p la n  i s  that  E S O Ps  must  inve st  prima ri l y  in  th e 
sto c k  o f  th e  c omp a ny  sp ons oring  th e  p la n .

An  E S O P  ca n  re c e i ve  c ontri b uti ons  o f  s to c k  or  ca s h  f rom  th e  c omp a ny.  If  i t  re c e i ve s  ca s h ,  that  ca s h  ca n  b e  us e d  to 
p urc ha s e  sto c k  f rom  th e  own er  o f  th e  c omp a ny.

An  E S O P  may  b orrow  f un d s  ( a  “ L e vera g e d  E S O P ” )  to  a c qu ire  s to c k  f rom  th e  own er  o f  th e  c omp a ny.
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Th e  c omp a ny  that  c ontri b ute s  ca s h  to  i t s  E S O P.

Th e  E S O P  that  us e s  th e  ta x  d e du c ti b l e  c ontri b uti ons  to  a c qu ire  th e  own er ’s  s to c k .

Th e  own er  wh o  tra nsf er s  h i s  s to c k  to  th e  E S O P  in  re turn  f or  ca s h .  If  th i s  tra ns a c ti on  m e e ts  c er ta in  qua l i f i cati ons ,  th e 
ca s h  that  th e  own er  re c e i ve s  i s  n o t  ta xe d  to  h im .  In  th i s  s c ena ri o  ava i la b l e  ca s h  f l ow  f rom  th e  c omp a ny  i s  c ontri b ute d  on 
a  ta x- d e du c ti b l e  b a s i s  to  a n  E S O P  wh i c h  p ay s  that  ca s h  to  a n  own er  wh o  may  b e  a b l e  to  re c e i ve  p aym ent  wi th o ut  p ay ing 
a ny  ta xe s  pro vi d e d  c er ta in  re qu irem ents  a re  m e t .

A  b a n k .  S in c e  m o st  own er s  wa nt  a s  mu c h  ca s h  up  f ront  a s  p o ss i b l e  wh en  th e y  s e l l  th e ir  s to c k ,  a  f ina n c ing  s o urc e  i s  usua l l y 
re qu ire d  wh i c h  wi l l  l o a n  m on e y  to  th e  E S O P  that  in  turn  us e s  th e  l o a n  pro c e e d s  to  a c qu ire  th e  own er ’s  s to c k .

Th e  l o a n  i s  rep a i d  f rom  th e  c omp a ny ’s  f uture  c ontri b uti ons  to  th e  E S O P  or  d i vi d en d  p aym ents  f rom  th e  sto c k  own e d  by 
th e  E S O P.
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/ / 0 6 H OW  D O E S  A N  E S O P  B U YO U T  W O R K ?

As  th e  ch a r t  b el o w  i l lus tr ate s ,  in  its  s imp l e s t  f or m ,  a n  E S O P  b uyo ut  tr a ns ac ti on  cont a ins  the  f o l l o w ing  p a r ti e s :

At  th i s  p o int ,  th e  emp l oy e e s / p a r ti c ip a nts  have  b e c om e ,  at  l e a st  in d ire c tl y,  th e  n e w  own er s  o f  th e  c omp a ny.  Th e ir 
intere sts  wi l l  n e e d  to  b e  pro te c te d  thro ug h o ut  th e  tra ns a c ti on .
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/ / 0 7 W H AT  C O M PA N Y  C H A R AC T E R I ST I C S  A R E 
N E E D E D  TO  M A K E  E S O P S  W O R K  W E L L ?

Strong  ca s h  f l ow

G o o d  ma na g em ent  te a m  to  ca rr y  on  a f ter  th e  own er  ha s  l e f t

L i tt l e  or  n o  p erma n ent  d e b t

R e lati ve l y  la r g e  p ayro l l  b a s e  ( n o t  a lway s )

Al i g nm ent  o f  s ha re h o l d er  a n d  emp l oy e e  intere sts

Ad e quate  cap i ta l i z ati on  to  susta in  f uture  c omp a ny  g row th

If  y o ur  b us in e ss  la c k s  a ny  o f  th e s e  c ha ra c ter i st i c s ,  e sp e c i a l l y  th e  f i r st  thre e ,  i t  i s  un l i ke l y 
that  a n  E S O P  i s  th e  b e st  p ath  f or  y o u .
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/ / 0 8 W H AT  A R E  T H E  D I S A D VA N TAG E S  TO  A N  OW N E R
O F  S E L L I N G  TO  A N  E S O P ?

C o s t

R ep ur ch a s e  R e q u ir ements

Fi du ci a r y  R e sp ons ib i l iti e s

E S O Ps  a re  c o stl y  to  e sta b l i s h  a n d  re lati ve l y  c o stl y  to  ma inta in  o ver  th e  y e a r s ;  in  ma ny  re sp e c ts  th e  s a l e  o f  s to c k  to  a n  E S O P  i s  m ore 
c omp l e x  tha n  a n d  a l m o st  a s  e xp ens i ve  a s  a  s a l e  to  a n  o uts i d e  th ird  p a r t y.  Th e  f e e s  f or  a  L e vera g e d  E S O P  b uy o ut  o f  a n  own er  ra ng e 
f rom  $ 2 5 , 0 0 0  to  $ 1 0 0 , 0 0 0 .  In  a d d i ti on ,  to  e sta b l i s h  a n  E S O P,  at  l e a st  on e  a rms -l eng th ,  th ird  p a r t y  appra i s a l  i s  n e e d e d  ( at  a  c o st  o f 
$ 1 0 , 0 0 0  to  $ 2 0 , 0 0 0  or  m ore ) .  An  a nnua l  up date  to  th e  appra i s a l  i s  a l s o  re qu ire d  at  a  c o st  o f  s e vera l  th o us a n d  d o l la r s .

W h en  a  p a r ti c ip a nt  term inate s  emp l oym ent ,  th e  c omp a ny  (or  th e  E S O P )  must  rep urc ha s e  th e  d ep a r ting  emp l oy e e ’s  s to c k  o ver  a 
f i ve -y e a r  p eri o d .  Th i s  “rep urc ha s e  l i a b i l i t y ”  wi l l  e ventua l l y  b e  s i g n i f i ca nt  a s  emp l oy e e s  re tire  a n d  l e ave  th e  c omp a ny.  To  f un d  th i s 
l i a b i l i t y  th e  E S O P  must  re c e i ve  a d d i ti ona l  ca s h  c ontri b uti ons  f rom  th e  c omp a ny  or  th e  c omp a ny  must  b uy  b a c k  th e  sto c k  d ire c tl y 
f rom  th e  d ep a r ting  p a r ti c ip a nt .

Th e  f i du c i a r y  re sp ons i b i l i t y  re qu irem ents  o f  th e  Emp l oy e e  R e tirem ent  In c om e  S e c uri t y  Ac t  o f  1 9 7 4  ( E R I S A)  a re  s i g n i f i ca nt .  Th e  f i du c i a r i e s 
o f  a n  E S O P  ( wh i c h  t y p i ca l l y  in c lu d e  th e  c omp a ny,  th e  tr uste e  a n d  th e  in d i vi dua l  m em b er s  o f  a  c omm i tte e  app o inte d  to  a d m in i ster  th e  E S O P ) 
must  b e  c er ta in  that  th e  E S O P  tra ns a c ti on  i s  un d er ta ken  f or  th e  b en e f i t  o f  th e  p a r ti c ip a nts  a n d  th e ir  b en e f i c i a r i e s .  Fur th erm ore ,  E S O P        
f i du c i a r i e s  s h o u l d  h ire  in d ep en d ent  l e g a l  a n d  f ina n c i a l  a dvi s or s  to  a dvi s e  th em  on  th e  str u c ture  a n d  appropri aten e ss  o f  th e  p urc ha s e  o f  s to c k 
f rom  th e  own er.  O wn er s  ca n  a n d  s h o u l d  m in im i z e  th e ir  f i du c i a r y  r i s k  by  l e tt ing  o th er s  s er ve  a s  E S O P  tr uste e s  a n d  by  ma king  c er ta in  that 
th o s e  tr uste e s  e xerc i s e  in d ep en d ent  ju d g m ent  a n d  s e e k  a dvi c e  f rom  e xp eri en c e d  a dvi s or s .
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/ / 0 9 W H AT  A R E  T H E  D I S A D VA N TAG E S  TO  A N  OW N E R
O F  S E L L I N G  TO  A N  E S O P ?

Pr e - Fund ing

C o l l ater a l

Pre - f un d ing  o f  a n  E S O P  by  th e  c omp a ny  i s  n orma l l y  re qu ire d .  A  b a n k  i s  n o t  g o ing  to  l en d  1 0 0  p erc ent  o f  th e  p urc ha s e  pri c e  o f  a n  own er ’s 
s to c k .  Wi th  a  s trong  b a la n c e  s h e e t ,  b a n k s  m i g ht  l en d  6 0  to  7 0  p erc ent  o f  th e  p urc ha s e  pri c e .  C ons e qu entl y,  c omp a n i e s  o f ten  pre - f un d  th e 
E S O P  by  ma king  c ontri b uti ons  during  th e  on e  to  thre e  y e a r s  b e f ore  th e  inten d e d  sto c k  tra ns a c ti on .  Th i s  pre - f un d ing  s er ve s  a s  th e  E S O P ’s 
“e qu i t y ”  in  th e  p urc ha s e  ma king  th e  b a n k  or  f ina n c i a l  insti tuti on  f a r  m ore  l i ke l y  to  l en d  th e  b a la n c e  o f  th e  p urc ha s e  pri c e .  Ke ep  in  m in d 
that  pre - f un d ing  th e  E S O P  us e s  m on i e s  that  o th er wi s e  c o u l d  have  b e en  b onus e d  d ire c tl y  to  th e  own er.

A  f ina n c i a l  insti tuti on  usua l l y  re qu ire s  c o l latera l  a s  a  c on d i ti on  o f  ma king  a  l o a n  to  th e  E S O P.  Usua l l y,  th i s  c o l latera l  in c lu d e s ,  at  l e a st  f or 
a  t im e ,  th e  d ep a r ting  own er ’s  rep la c em ent  s e c uri t i e s  h e  ha s  p urc ha s e d  wi th  th e  pro c e e d s  o f  th e  s a l e  o f  h i s  s to c k  to  th e  E S O P.

Emp l o ye e  S kep ti cism

E S O P  us e s  av a i l ab l e  C a s h  Fl o w

It  sur pri s e s  s om e  own er s  to  l e a rn  that  ke y  emp l oy e e s  o f ten  vi e w  th e  E S O P  a s  a  d i s in c enti ve .  Th e s e  ke y  emp l oy e e s  must  r un  th e             
c omp a ny  a n d  a ssum e  th e  re sp ons i b i l i t y  o f  own er s h ip  wi th o ut  re ap ing  1 0 0  p erc ent  o f  th e  re wa rd .  A s  p a r t  o f  th e  E S O P  b uy o ut  d e s i g n ,  i t 
i s  n orma l l y  pr u d ent  to  cre ate  a n  e qu i t y  or  ca s h  in c enti ve  pro g ra m  f or  th e  ma na g em ent  g ro up.  D o ing  s o  a l l ow s  th em  to  a c qu ire  e qu i t y  or  
o th er  f ina n c i a l  re wa rd  o uts i d e  o f  th e  E S O P  a s  a  re wa rd  f or  th e ir  e f f or ts  on  a  g o - f or wa rd  b a s i s .

Fina l l y,  a l l o cating  th e  b u l k  o f  th e  ava i la b l e  ca s h  f l ow  o f  th e  c omp a ny  to  E S O P  c ontri b uti ons  in  ord er  to  rep ay  th e  f ina n c ing  c o sts  o f 
a c qu ir ing  a n  own er ’s  s to c k  ca n  h in d er  th e  a b i l i t y  o f  th e  c omp a ny  to  g row.
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Ta x  Tr e atment

Th e  p aym ent  o f  b o th  prin c ip a l  a n d  intere st  to  f un d  a  p urc ha s e  by  th e  E S O P  ca n  b e  a c c omp l i s h e d  wi th  pre ta x  rath er  tha n  a f ter-ta x  d o l la r s .  R em em b er,  th e  c omp a ny 
ma ke s  ta x- d e du c ti b l e  c ontri b uti ons  to  th e  E S O P  or,  in  th e  ca s e  o f  a  “C ”  c or p orati on ,  d i vi d en d s  p a i d  on  sto c k  own e d  by  th e  E S O P  to  rep ay  th e  l o a n  a re  c ons i d ere d  ta x 
d e du c ti b l e .

If  th e  E S O P  p urc ha s e s  s to c k  f rom  th e  s ha re h o l d er  o f  a  C  c or p orati on ,  a n d  a f ter  th e  s a l e  th e  E S O P  owns  at  l e a st  3 0  p erc ent  o f  th e  o utsta n d ing  sto c k  o f  th e  c or p orati on , 
th e  s e l l ing  s ha re h o l d er  wi l l  n o t  b e  ta xe d  on  th e  pro c e e d s  a s  l ong  a s  th e y  a re  inve ste d  ( g en era l l y  sp e a king )  in  U. S .  s to c k s  a n d  b on d s  ( n o t  mutua l  f un d s ) . 

O f  c o ur s e ,  wh en  th o s e  rep la c em ent  s e c uri t i e s  a re  s o l d ,  a  cap i ta l  g a in  i s  g en erate d ,  th e  s i z e  o f  wh i c h  i s  d e term in e d  by  th e  own er ’s  b a s i s  in  th e  sto c k  s o l d  to  th e  E S O P. 
To  avo i d  th i s  ta x  tre atm ent ,  own er s  ca n  h o l d  on  to  th o s e  rep la c em ent  s e c uri t i e s  unti l  d e ath  wh en  th e  s e c uri t i e s  re c e i ve  a  s tep -up  in  b a s i s  a n d  ca n  b e  s o l d  f re e  f rom  a ny 
cap i ta l  g a in .

Fe w  own er s ,  h owe ver,  a g g re ss i ve l y  p ur su e  th i s  cap i ta l  g a ins  ta x- s aving  opp or tun i t y.  Inste a d ,  th e y  inve st  th e  pro c e e d s  f rom  th e  s a l e  o f  s to c k  to  th e  E S O P  in  h i g h- qua l i t y 
f l o ating  rate  b on d s .  A s  l ong  a s  th e s e  b on d s  a re  n o t  s o l d ,  n o  cap i ta l  g a ins  ta x  i s  in c urre d .  Th e  own er  ca n  us e  th e s e  b on d s  a s  c o l latera l  to  o b ta in  a  l o a n  f rom  a ny  num b er 
o f  bro kera g e  h o us e s  or  o th er  f ina n c i a l  insti tuti ons .  Th e  intere st  rate  f or  th e  l o a n  wi l l  b e  l e ss  tha n  on e  hun d re d  b a s i s  p o ints  g re ater  tha n  th e  intere st  p a i d  by  th e  b on d s . 
Th e  pro c e e d s  f rom  th i s  l o a n  ca n  th en  b e  inve ste d  in  a  va r i e t y  o f  s to c k s  a n d  b on d s ,  or  s imp l y  sp ent  —  a l l  wi th o ut  a ny  ta x  c ons e qu en c e .

W h en  th e  re inve ste d  a ss e t  i s  s o l d ,  a  cap i ta l  g a in  i s  g en erate d  b ut  on l y  on  th e  d i f f eren c e  b e t we en  th e  s a l e  pri c e  a n d  th e  p urc ha s e  pri c e .  C om b in ing  th e  d e f erra l  o f  g a in 
on  th e  s a l e  o f  s to c k  to  a n  E S O P  wi th  th e  p urc ha s e  o f  l ong -term  b on d s  us e d  a s  c o l latera l  ca n  m e a n  that  th e  b us in e ss  own er  p erma n entl y  avo i d s  cap i ta l  g a ins  ta x  on  th e 
s a l e  o f  h i s  s to c k  to  th e  c omp a ny ’s  E S O P.

©
 a

nd
 T

ra
de

m
ar

k 
W

ea
lt

hp
oi

nt
 L

L
C

 2
01

3

/ / 1 0



W H AT  A R E  T H E  A D VA N TAG E S  TO  A N  OW N E R  O F
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C a s h  to  O wner

Stimu l ate  C omp a ny  Pr o du c tiv it y 

A  l e vera g e d  E S O P  b uy o ut  p uts  ca s h  in  th e  own er ’s  p o c ke t .  O th er  tha n  a  s a l e  f or  ca s h  to  a n  o uts i d e  th ird  p a r t y,  th e  E S O P  i s  th e  b e st  way  to  ma x im i z e  th e  a m o unt  o f  ca s h 
at  c l o s ing .  O wn er s  wi th  b us in e ss e s  wor th  thre e  to  ten  m i l l i on  d o l la r s  o f ten  ca nn o t  attra c t  ca s h  b uy er s .  Th e s e  b us in e ss e s  have  strong  ca s h  f l ow,  a  sup eri or  ma na g em ent 
te a m  a n d  a  bri g ht  f uture .  Ye t ,  th e y  a re  to o  sma l l  to  attra c t  th e  intere st  o f  f ina n c i a l ,  insti tuti ona l  or  s trate g i c  b uy er s . 

Th e  ta x  b en e f i ts  o f  a  L e vera g e d  E S O P  b uy o ut  a re  su c h  that  th e  ca s h  f l ow  o f  th e  c omp a ny  ca n  b e  cap ture d  b e f ore  i t  i s  ta xe d  a n d  us e d  to  f ina n c e  th e  p urc ha s e  th e  own er ’s 
s to c k .  A  c om b inati on  o f  E S O P  pre - f un d ing  a n d  b orrowing  f rom  a  b a n k  (or  o th er  f ina n c i a l  insti tuti on)  p uts  th e  own er  in  mu c h  th e  s a m e  p o s i t i on  a s  i f  h e  ha d  s o l d  to  a 
th ird  p a r t y  f or  ca s h  —  e xc ep t  i t  a l l ow s  emp l oy e e s  to  b e  th e  n e w  own er s .

In  a d d i ti on  to  th e  ta x  tre atm ent  a dva nta g e s ,  a n  E S O P  h o l d s  th e  p o tenti a l  f or  pro du c ti vi t y  g a ins  in  th e  c omp a ny.  Ac c ord ing  to  a n  a r ti c l e  in  Nati on’s  Bus in e ss  ( Vo lum e 
8 5 ,  1 9 9 7 ) ,  “ In  a  sur ve y  o f  1 , 1 5 0  E S O P  c omp a n i e s  in  1 9 9 5 … 6 8  p erc ent  o f  th e  re sp on d ents  s a i d  th e ir  f ina n c i a l  f i g ure s  impro ve d  th e  y e a r  a f ter  th e y  insti tute d  a n  E S O P 
a n d  6 0  p erc ent  s a i d  pro du c ti vi t y  impro ve d .”
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That  h e  s e t  o b j e c ti ve s

That  h e  d e term in e  a  b us in e ss  va lu e

That  th e  va lu e  o f  th e  b us in e ss  b e  prom o te d  a n d  pre s er ve d  thro ug h  m o ti vating 
a n d  ke ep ing  ke y  emp l oy e e s

That  th e  c ontemp late d  E x i t  Pla n ,  in  th i s  ca s e  a n  E S O P,  b e  we l l -p la nn e d  a n d 
imp l em ente d

That  b us in e ss  c ontinu i t y  b e  c ons i d ere d  s h o u l d  Ste ve  n o t  sur vi ve  unti l  h e  s e l l s 
th e  sto c k

That  Ste ve ’s  f a m i l y  b e  pro te c te d  in  th e  e vent  o f  Ste ve ’s  d e ath

Le t ’s  r e t ur n  to  Ste v e  Vi c tor i a  a nd  VE C I  to  s e e  ho w  Ste v e  a nd  h is  adv is or s  d e a lt 
w ith  the  m a ny  iss ue s  s ur r o und ing  the  cr e ati on  o f  a n  E S O P.  L i ke  a ny  o ther  E x it 
Pl a nn ing  p ath ,  Ste v e ’s  adv is or s  ins is te d :

Now  that  we  un d er sta n d  h ow  a n  E S O P  m e t  Ste ve ’s  o b j e c ti ve s ,  we  wi l l  re vi e w  th e 
f i r st  f o ur  step s  on  h i s  E x i t  Pla nn ing  p ath .

/ / 1 2
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Step  O ne :  Fi x ing  E x it  O b je c tiv e s

Step  Thr e e :  K e ep ing  Emp l o ye e s  on  B o a r d

Bri e f l y,  Ste ve  wa s  wi l l ing  to  rema in  wi th  th e  c omp a ny  f or  a n  a d d i ti ona l  t wo  or  thre e  y e a r s .  W h en  h e  l e f t  th e  b us in e ss ,  h e  wa nte d  ca s h 
suf f i c i ent  to  a c h i e ve  f ina n c i a l  s e c uri t y.  He  a n d  h i s  a dvi s or s  d e term in e d  that  h e  n e e d e d  to  n e t  $ 2  m i l l i on  ( a f ter  ta xe s )  f rom  th e  s a l e  o f  h i s 
intere st  to  th e  E S O P.  L a stl y,  Ste ve  ha d  a  s trong ,  b ut  n o t  o ver wh e l m ing ,  intere st  in  tra nsf err ing  th e  b us in e ss  to  h i s  emp l oy e e s ,  e sp e c i a l l y 
to  h i s  ke y  emp l oy e e s .

Wi th  h i s  o b j e c ti ve s  s e t  a n d  va luati on  in  ha n d ,  Ste ve  a n d  h i s  a dvi s or s  kn e w  i t  wa s  imp erati ve  to  d e ve l op  a  ke y  emp l oy e e  in c enti ve  p la n 
to  m o ti vate  h i s  thre e  ke y  ma na g er s  to  rema in  wi th  th e  c omp a ny  a f ter  Ste ve ’s  d ep a r ture .  W hy ?  On c e  Ste ve  l e f t ,  V E C I ’s  c ontinu e d  su c c e ss 
d ep en d e d  up on  a  c ore  g ro up  o f  ke y  emp l oy e e s  wh o  ha d  th e  e xp eri en c e  to  op erate ,  ma na g e  a n d  g row  th e  c omp a ny.  C ontinu e d  su c c e ss  wa s 
v i ta l .  Wi th o ut  i t ,  th e  c omp a ny  wo u l d  n o t  b e  a b l e  to  g en erate  suf f i c i ent  in c om e  to  p ay  Ste ve  f or  h i s  s to c k  vi a  th e  E S O P  or  to  rep ay  a ny 
b a n k  l o a n  us e d  to  f ina n c e  th e  p urc ha s e  o f  Ste ve ’s  s to c k .  Al s o ,  a s  we ’ve  s e en ,  Ste ve ’s  appra i s er  c onf irm e d  that  th e  va lu e  o f  V E C I  c o u l d 
n o t  b e  supp or te d  un l e ss  Ste ve  pro vi d e d  f or  th e  c ontinu i t y  o f  ma na g em ent  a f ter  th e  s a l e  to  th e  E S O P  a n d  Ste ve ’s  d ep a r ture .  Wi th o ut  th e 
c ore  g ro up  a c ti ve  a n d  m o ti vate d ,  th e  c omp a ny ’s  va lu e  wo u l d  have  to  b e  a d juste d  d ownwa rd .

Step  Two :  D e ter m in ing  Bus ine ss  Va lu e

A s  Ste ve  wa s  d e term in ing  h i s  E x i t  O b j e c ti ve s  h e  a l s o  h ire d  a  va luati on  e xp er t ,  e xp eri en c e d  in  E S O P  va luati on ,  to  o b ta in  a  pre l im ina r y 
c omp a ny  va lu e .  Ste ve  d i d  n o t  re qu e st  a  f orma l  va luati on  at  th i s  t im e .  Inste a d ,  h e  wa s  intere ste d  on l y  in  kn owing  i f  th e  b us in e ss  c o u l d  b e 
s o l d  f or  a n  a m o unt  o f  m on e y  suf f i c i ent  to  m e e t  h i s  f ina n c i a l  s e c uri t y  o b j e c ti ve s  ( $ 2  m i l l i on  a f ter-ta x ) .  He  kn e w  that  a  f orma l  va luati on 
wo u l d  c om e  later  a s  p a r t  o f  th e  E S O P  s a l e  pro c e ss .  Th e  appra i s er  th o ug ht  that  V E C I  wa s  wor th  approx imate l y  $ 2 . 5  m i l l i on ,  a  va lu e  in 
e xc e ss  o f  Ste ve ’s  m in ima l  f ina n c i a l  n e e d s  ( a b s ent  a ny  ta x ati on) ;  pro vi d e d  ma na g em ent  wo u l d  c ontinu e  wi th  th e  c omp a ny  a f ter  th e  s a l e 
to  th e  E S O P.  Th e  appra i s er  wo u l d  have  s i g n i f i ca ntl y  d i s c o unte d  th e  va lu e  o f  th e  c omp a ny  in  th e  a b s en c e  o f  pre e x i st ing  ke y  emp l oy e e  
in c enti ve  p la ns .
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Step  Fo ur :  The  D e s ig n  a nd  Imp l ement ati on  o f  the  E S O P  Pur ch a s e

It  i s  imp or ta nt  f or  own er s  to  un d er sta n d  that  ke y  emp l oy e e s ,  f or  th e  m o st  p a r t ,  a re  unwi l l ing  to  work  a n d  a c t  l i ke  own er s  un l e ss  th e y  a re 
own er s  to  a  “s i g n i f i ca nt ”  d e g re e .  Ever y  c omp a ny  a n d  e ver y  g ro up  o f  ke y  emp l oy e e s  d e f in e  s i g n i f i ca nt  s l i g htl y  d i f f erentl y  b ut  g en era l l y 
a l l  ke y  emp l oy e e s  wa nt  to  have  m ore  own er s h ip  tha n  th e y  a re  e l i g i b l e  to  re c e i ve  a s  p a r ti c ip a nts  in  th e  E S O P.  Th e y  wi l l  ins i st  up on 
a d d i ti ona l  s to c k  or  e qu i va l ent  in c enti ve s .

Me e ting  th i s  d ema n d  i s  pro b l emati c  b e caus e  th e ir  own er s h ip  a n d  th e  pri c e  th e y  p ay  f or  i t  must  b e  s im i la r  to  th e  own er s h ip  a n d  pri c e  o f 
s to c k  s o l d  to  th e  E S O P.  If  n o t ,  th e  E S O P  p a r ti c ip a nts  ca n  r i g htf u l l y  o b j e c t  to  th e  f avora b l e  d e a l  th e  ke y  emp l oy e e s  re c e i ve .

Ke y  emp l oy e e  in c enti ve s  th en ,  must  b e  p a r t  o f  th e  in i t i a l  d e s i g n  o f  th e  own er ’s  e x i t  p la n .  Th e s e  ke y  emp l oy e e  in c enti ve  p la ns  ca n  e i th er 
b e  sto c k-b a s e d  or  ca s h-b a s e d  —  th e  prom i s e  o f  a n  a d d i ti ona l  b onus  i f  th e  c omp a ny  p er f orms  p ur sua nt  to  a n  a g re e d  up on  sta n da rd .  In 
Ste ve ’s  ca s e  th e  emp l oy e e s  were  m o st  intere ste d  in  a c tua l  s to c k  own er s h ip .

C ons e qu entl y,  th e  c omp a ny  d e vi s e d  a  s to c k  op ti on  p la n  in  wh i c h  e a c h  o f  th e  thre e  ke y  emp l oy e e s  wo u l d  b e  a b l e  to  re c e i ve  1 0  p erc ent  o f 
th e  o utsta n d ing  sto c k  o f  th e  c omp a ny  a s  we l l  a s  ca s h  b onus e s  to  p ay  f or  th e  e xerc i s e  o f  th e  sto c k  op ti on  p la n .  Th e  ke y  emp l oy e e s’  r i g ht 
to  e xerc i s e  th e ir  s to c k  op ti ons  i s  d e lay e d  unti l  Ste ve ’s  s to c k  ha d  b e en  p urc ha s e d  a n d  p a i d  f or  by  th e  E S O P.

Fir st ,  V E C I ’s  attorn e y s  re vi e we d  a n  E S O P  prep a re d  by  a n  e xp eri en c e d  th ird  p a r t y  a d m in i strati on  f i rm  that  sp e c i a l i z e d  in  E S O Ps .  It  pro vi d e d 
that  a l l  emp l oy e e s  wh o  worke d  1 0 0 0  h o ur s  or  m ore  b e ca m e  p a r ti c ip a nts  a f ter  on e  y e a r  o f  s er vi c e .  Th e  p la n  f ur th er  re qu ire d  that  e a c h 
p a r ti c ip a nt  work  f i ve  y e a r s  b e f ore  b e c om ing  f u l l y  ve ste d  in  a  s ha re  o f  th e  p la n  a ss e ts .  Th e  c o -tr uste e s  o f  th e  E S O P  wo u l d  b e  on e  o f  th e  ke y 
emp l oy e e s  a n d  a  l o ca l  b a n k  f a m i l i a r  wi th  th e  a d m in i strati on  a n d  f i du c i a r y  re sp ons i b i l i t i e s  o f  E S O P  tr uste e s .  Ste ve ’s  a dvi s or s  s tre ss e d  th e 
imp or ta n c e  o f  pro te c ting  h ims e l f  by  us ing  in d ep en d ent  tr uste e s .  Th e  E S O P  wa s  to  b e  f un d e d  wi th  ca s h  f or  thre e  y e a r s  b e f ore  Ste ve ’s  e xp e c te d 
d ep a r ture  date .

By  cre ating  th e  E S O P  b e f ore  th e  e xp e c te d  s a l e  date ,  V E C I  c o u l d  ma ke  a nnua l  c ontri b uti ons  to  th e  E S O P  on  a  ta x- d e du c ti b l e  b a s i s .  Th i s 
ena b l e d  th e  c omp a ny  to  c ontri b ute  a l m o st  $ 7 5 0 , 0 0 0  to  th e  E S O P  in  th e  thre e  y e a r s  pri or  to  th e  s a l e .  Th i s  pre - f un d ing ,  in  turn ,  pro vi d e d 
th e  E S O P  wi th  suf f i c i ent  ca s h  to  p ay  a l m o st  4 0  p erc ent  o f  th e  p urc ha s e  pri c e  o f  Ste ve ’s  s to c k .  It  wa s  a nti c ip ate d  that  a  b a n k  wo u l d  l en d  th e 
E S O P  th e  b a la n c e  o f  th e  p urc ha s e  pri c e .
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Ste ve  c o u l d  have  p ur su e d  a  d i f f erent  strate g y  us ing  th e  E S O P.  He  c o u l d  have  s o l d  th e  sto c k  us ing  a n  insta l l m ent  n o te  to  th e  E S O P  a n d 
in i t i ate d  h i s  e x i t  imm e d i ate l y,  a l th o ug h  b a n k  f ina n c ing  wo u l d ,  in  a l l  l i ke l i h o o d ,  b e  unava i la b l e .  Alternati ve l y,  h e  c o u l d  have  e l e c te d  to  s e l l 
l e ss  tha n  a l l  o f  h i s  s to c k  to  th e  E S O P  impro ving  th e  p o ss i b i l i t y  o f  b a n k  f ina n c ing .

For  e x a mp l e ,  Ste ve  m i g ht  have  b e en  a b l e  to  s e l l  3 0  to  4 0  p erc ent  o f  h i s  s to c k  a n d  th e  E S O P  may  have  b e en  a b l e  to  o b ta in  b a n k  f ina n c ing 
f or  th e  p urc ha s e .

Ste ve  op te d  f or  a  c omp l e te  e x i t  a f ter  thre e  y e a r s  during  wh i c h  th e  E S O P  wa s  pre - f un d e d  wi th  d o l la r s  wh i c h  c o u l d  o th er wi s e  have  b e en 
b onus e d  to  h im .

Th e  re sp ons i b i l i t y  to  o b ta in  b a n k  f ina n c ing  u lt imate l y  re ste d  wi th  a  c omm i tte e  app o inte d  by  th e  E S O P  tr uste e s .  It  wa s  th e ir  re sp ons i b i l i t y 
to  o b ta in  a n d  to  a na l y z e  l o a n  prop o s a l s  b e f ore  s e l e c ting  th e  m o st  appropri ate  l en d er  f or  th e  E S O P.

Alth o ug h  Ste ve  d i d  n o t  s er ve  on  th e  E S O P  c omm i tte e ,  h e  wa s  —  mu c h  to  h i s  c ha g rin  —  invo lve d  in  th e  f ina n c ing .  A s  a  c on d i ti on  o f 
f ina n c ing  f or  th e  rema in ing  p urc ha s e  pri c e ,  e ver y  b a n k  ins i ste d  that  Ste ve  p l e d g e  h i s  s a l e  pro c e e d s  a s  s e c uri t y.

R e ca l l  that  on e  o f  th e  a dva nta g e s  o f  s e l l ing  to  a n  E S O P  i s  that  th e  own er  i s  n o t  ta xe d  on  th e  s a l e  pro c e e d s  pro vi d e d  h e  or  s h e  a c qu ire s 
appropri ate  rep la c em ent  s e c uri t i e s .  Th e s e  p u b l i c l y-tra d e d ,  l i qu i d  s e c uri t i e s  a re  g en era l l y  b lu e  c h ip  b on d s  or  s to c k s  a n d  a re  a  l en d er ’s  f i r st 
c h o i c e  f or  c o l latera l .  Thro ug h  d e term in e d  n e g o ti ati on ,  Ste ve ’s  a dvi s or s  re du c e d  th e  c o l latera l i z ati on  p eri o d  a n d  m in im i z e d  th e  a m o unt  o f 
s e c uri t i e s  Ste ve  wa s  re qu ire d  to  p l e d g e .  In  th e  en d ,  Ste ve  p l e d g e d  5 0  p erc ent  o f  th e  s a l e  pro c e e d s  to  b e  re l e a s e d  a s  th e  l o a n  wa s  rep a i d .



Fina l l y,  a  word  o f  cauti on  to  own er s  wh o  a re  c ons i d ering 
us ing  a n  E S O P  a s  p a r t  o f  th e ir  e x i t  s trate g i e s .  Th e  s a l e  o f 
a n  own er ’s  s to c k  to  a n  E S O P  invo lve s  m ore  tha n  s imp l y 
ma king  sure  th e  own er ’s  E x i t  O b j e c ti ve s  a re  m e t .  A  s a l e 
o f  s to c k  to  a n  E S O P  must  b e  a n  a rm’s - l eng th  tra ns a c ti on 
b e t we en  th e  s e l l ing  own er  a n d  a n  in d ep en d entl y  d ire c te d 
a n d  a d m in i stere d  E S O P.

If  a n  own er  ma ke s  d e c i s i ons  f or  th e  E S O P  re g a rd ing  th e 
p urc ha s e  or  f ina n c ing  o f  h i s  s to c k ,  h e  e xp o s e s  h ims e l f  to 
a l l e g ati ons  a n d  law su i ts  c la im ing  a  bre a c h  o f  f i du c i a r y 
o b l i g ati on  or  dut y  to  th e  E S O P  a n d  i ts  p a r ti c ip a nts .  No 
d ep a r ting  own er  wa nts  th e  sp e c ter  o f  f uture  l i t i g ati on 
l o om ing  o ver  h im .  O wn er s  ca n  avo i d  th i s  e xp o sure  by 
re a l i z ing  that  wh en  cre ating  a n  E S O P,  th e y  have  cre ate d  a 
s ep a rate  b uy er ;  a  b uy er  wh o  wi l l  wa nt  to  ma ke  ( a n d  must 
ma ke )  in d ep en d ent  a n d  inf orm e d  d e c i s i ons .  Th i s  b uy er 
wi l l  us e  i t s  own  s e t  o f  a dvi s or s  in c lu d ing  a n  appra i s er,  a 
f ina n c i a l  a dvi s or,  a  tra ns a c ti on  attorn e y  a n d  p erhap s  a 
C PA  —  th e  s a m e  a dvi s or s  own er s  us e  to  ma ke  a n  inf orm e d 
d e c i s i on  to  s e l l  to  a n  E S O P.
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/ / 1 7 C O N C LU S I O N

Th e  d e c i s i on  to  s e l l  y o ur  sto c k  us ing  a  L e vera g e d  E S O P  i s  n e i th er  e a s y  n or  in e xp ens i ve .  Ye t ,  i t  i s  n o  m ore  d i f f i c u lt  or  e xp ens i ve  tha n 
s e l l ing  y o ur  b us in e ss  to  a n  o uts i d e  th ird  p a r t y.

If  that  th ird  p a r t y  ca nn o t  b e  l o cate d ,  or  i s  una c c ep ta b l e  to  y o u ,  or  i f  y o u  wi s h  to  pro vi d e  a  b en e f i t  to  y o ur  emp l oy e e s  in  th e  f orm  o f 
in d ire c t  own er s h ip  in  y o ur  c omp a ny,  a n  E S O P  ca n  b e  a  m o st  attra c ti ve  b uy er.  A s  y o u  e va luate  th e  ma ny  d i f f erent  way s  o f  l e aving  y o ur 
b us in e ss  in  st y l e ,  c ons i d er  th e  E S O P  a s  y e t  on e  m ore  opp or tun i t y  to  a c h i e ve  a l l  o f  y o ur  E x i t  O b j e c ti ve s .   



Ab o ut  We a lthPo int 

We a lthPo int  i s  h e a d qua r tere d  in  Ph o en i x ,  Ari z ona  wi th  o f f i c e s  in  D enver,  L o s  Ang e l e s  a n d  Ch i ca g o.  Th e y  sp e c i a l i z e  in  pro vi d ing  a  h o l i st i c  appro a c h  to  b us in e ss  a n d  l i f e 
insura n c e  a dvi s or y  s er vi c e s  wi th  a  f o c us  on  su c c e ss i on ,  e x i t  a n d  we a lth  tra nsf er  p la nn ing .  We a lthPo int  s er ve s  a f f lu ent  f a m i l y  g ro up s  a n d  entrepren e ur s  f rom  c l o s e l y  h e l d 
c omp a n i e s  thro ug h o ut  th e  U. S .  Th e  c omp a ny ’s  Kno w  y o ur  s tor y ®  Un i qu e  Pro c e ss  h e lp s  th e ir  c l i ents  to  a c h i e ve  b e tter  b us in e ss  re su lts  a n d  navi g ate  th e  i ssu e s  c l i ent ’s  f a c e 

surro un d ing  c omp l e x i t y,  un c er ta int y  a n d  c o l la b orati on .  Ad d i ti ona l  inf ormati on  ca n  b e  f o un d  at  w w w.we a lthp o int . n e t . 

Pl e a s e  n o te  c er ta in  ta x  pro vi s i ons / strate g i e s ,  p la nn ing  c on c ep ts  a n d / or  f ina n c i a l  s trate g i e s  may  b e  re f eren c e d  wi th in  th i s  d o c um ent .  Th e  Interna l  R e venu e  C o d e  i s 
c onsta ntl y  c ha ng ing  a n d  c er ta in  pro vi s i ons  may  b e c om e  o utdate d  or  n o  l ong er  b e  va l i d  in  th e  f uture .  E a c h  c l i ent  s i tuati on  i s  un i qu e  a n d  n o t  a l l  s trate g i e s  wi l l  b e 

app l i ca b l e  f or  e a c h  s i tuati on .  Pl e a s e  c onsu lt  y o ur  ta x  a n d  l e g a l  a dvi s or s  b e f ore  imp l em enting  on  a ny  strate g i e s  re f eren c e d  h ere . 
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