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In 1988, we started the ESOP as an insurance agency with 10 employees and $455,000 of 
revenue. What I liked about the ESOP was the idea of sharing wealth with employees who 
brought value to the business. When I discussed using an ESOP to buy out my partner in 
1988, each consultant told me our revenue did not support an ESOP. They were right, but 
I didn’t listen and somehow we survived.

Our ESOP was a viable retirement plan for over 28 years. This year we decided 
to approach the buyers’ market due to the age of our management team and other 
variables. Our business stock has done very well since 2011 but because of how strong the 
buyers’ market is for insurance agencies we decided to entertain acquisition discussion 
with multiple targeted buyers. Our most recent stock valuation was $387, and we were 
extremely surprised by the offer, which was roughly three times that price.

As we have done in the past we set up a team of employee-owners to assist in 
the acquisition process. On the team were three employee-owners who were senior 
management with substantial ESOP account balances, and two employee-owners with 
smaller ESOP balances who were important to the future success of the agency. We 
felt this team would provide our employee-owners a broader sense of responsibility to 
all employee-owners, rather than having only people with top ESOP account balances 
pursue a purchase agreement.

The team agreed that an offer from one of the prospective buyers was too good 
to refuse. The business deal involved keeping all but one of the employee-owners, 
preserving the agency’s name, and maintaining management autonomy. The agency 
clients do not know there has been a change in ownership unless we felt it was helpful for 
the client to know about the acquisition. 

As I write this, we are just over 90 days after the transaction and the buyer has followed 
through on everything he promised. Employee morale is strong with the ability that we as 
a business can be more resourceful with our new financial partner.

The purchase agreement also included a three-year earn-out provision with a three-
year growth incentive bonus. As CEO I was able to negotiate a 5% premium for the ESOP 
plus a provision that most of any earn-out or growth incentive bonus that was paid would 
be distributed to all employees. This provided employee-owners who were newer and 
with smaller ESOP account balances a great opportunity for the next three years. If the 
company meets its targets in any of the next three years, 75% of the amount of the earn-
out or growth incentives will be distributed to all employees. This earn-out and growth 
incentive bonus is our way to reward all employees and continue the culture of sharing 
wealth with employees. If the corporation wins, the employees also win, which is what I 
believe has helped our business to be financially successful for the past 28 years.

My advice to CEOs on the early part of the ESOP journey is that being an ESOP does 
not change the culture of the business. The ESOP may help solidify a positive work 
environment but it takes management commitment to communicate effectively the long-
term value of the ESOP. The CEO and management still must hire the type of employee 
who understands the culture of the business so the new employee understands what the 
ultimate goal of the business is. 

I cannot say an ESOP is simple. I cannot say an ESOP is a guaranteed way of being 
successful. But for our business it was a way of life, and it worked very well for all 
employee-owners. Employees who left were financially rewarded, and new employees 
who came on board became important to our success and had a purpose in coming to 
work each day due to the ESOP culture. n
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