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Appendix A — SJF Advisory Services Heron and Rockefeller Foundation Final Report, 3/1/04

Exditz and Employee s Initiative — Summary of Best Practices Smrvey

As of Februany 2004
Total #
Portfolio Exited to Owmership Credit Sharing &
CDVC Funds Surveyed Fund Size Invested Regional Focus Co's Stillln Date Investment Composition IDAs 401k} Assistance Bonunses ESOPs Programs Asof...
5E Ohio & Loan Debt with royalties & debt with
ACENMet Ventures Fund $2,200000 1 §1,000,000 MWW VA 25 payoffs (6) S Feb-d
o
BCLF Ventures [, LLC 5,020,000 | $5080,000 Northeast 13 8 2 Equity with some follow-on debt Dec-03
BCLF Ventures II, LLC $16,500,000  §8,277,.207 Northeast 7 7 4] Equity & some debt Dec-03
| X
Coastal Enterprises, Inc. 51,247,892 | $1,247393 Maine 12 3 7 Equity Dec-03
| ]
Coastal Ventures, LF $5500,000 | §4,666,148 ME, NH, VT 20 14 4 Equityand debt w/ warrants ® Dec03
Coastal Ventures ILLLC $19,925,000 | §6,321,022 Nottheast 13 12 0 Equityand debt w/ warrants Dec032
A Mostly equity /
Enterprise Corp. ofthe Defta | $50,000,000 | $4,000,000 MS, AR, LA g 5 0 L * Dec-03
50MNE near-squity
3 9 Southeastern 3
Kentucky Highlands Investren,  IN/A WA counties in K Mys | NfA WA M/A Dec-02
u
Metafund Corporation 10,000,000 | 3426206 QK 12 10 0 Mostly Debt w/ Equity Kicker Sep-02
Al
Comumno d preferred stock, &
Minnesata Investrnent Network $15,000,000 | $12,575,502 Rural MN % 1 8 CHmAn ARG PIRENEE S0tk Dec-03
subord. debentures w / warrants
W.oVA and Equit debt ity with
Mountaineer Capital LP §25,000000  $10,000,000 A 9 9 0 ity of E0 sty W Feb-04
surrounding States equity warrants and options
Murex Investments, Inc. $5,200,000 | §2,900,000 P&, M, DE & & 0 Equity and near-equity Feb-04
X
Murex Investments [ LP $12,000,000  $1,500,000 P&, M, DE 5 5 4] Equity and near-equity Feb-04
MNaortheast Ventures Corp. $16,900,000 | $15,750,000 MM 29 15 3] Equityand some debt Dec-03
| o |
New York Comtnunity Investin fo 54,766,304 Y k2 11 31 Nearequity, equity, & debt Dec-03
Preferred stock &
PCVI,LLC $6,250,000 | §3,549.960 California M/& | N/A | N/A FEIBITRG StOC x Dec02
convertible notes
hl
Preferred stock &
PCVILLLC $12100000 | §3,511,040 California M/& | N/A L N/A FEIBITRG St * Dec03
convertible notes
) . Mezzanine debt
ShoreBridge Capital, Ltd. $5,750,000 | §4,000,000 Cleveland, OH 9 3 3 ) ® Tun-03
and some equity
S]F Ventures F17000,000 | §8.3260688 Eastern U 5. 15 14 0 Equityand subord. debt Mar-03
|
The Barred Fock Fund EE2E0,000 | §2 500,000 Mottheast US 11 9 1 Debt/Equity Jan-04d
| |
TEF-DVCEF Vertures F9800,000  fully invested Mid-Atlantic 10 3 5 Debt/Equity ® 12/30/03
o
TRF-Urban Growth Partners | §45,000,000  §11,500,000 Mid-Atlantic 4 4 1 Detbt /Equity ® 12730/03
N Mostly equity /
West Virginia Jobs Investment T $23,000,000 | §16,000,000 it 22 15 3 Jun-03

somme convert. debt

Note: An """ under a wealth-buelding tool indicates participation in at least one portfolio company
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Note An "x" under a wealth-building tool indicates participation in at least one portfolio company

Financial
Broad-Baszed Owmnership Emp. Credit  Profit Sharing Literacy
Portfolio Companies Successfully Exited Fund IDA: Stock Options 401{k) Assistance Unions & Bonuses ESOP: Programs Other
City Fresh Foods, Inc. BCLFVI =
Cooperative Home Care BCLFV1
boss CEl
Delorme Publishing ZEI
Architectural Skylight CEl
CWV Finer Foods ZEI ®
Intelligent Controls CEl ! !
Soleras _El
New England Audio Resource CEl
Freeboarders _El
New England Audio Resource CVLP
e-_opy CVLEP
CVFiner Foods CVLP
Alpine Medical LACIF ¥ x x x
Arccu-Search LVCIF :-c :-c
CEMA Technologies LACIF x x
Verilaw Technologies h DVCEF /UGEH ® P P
Alpine Medical LACIF
Diametrics MMedical MEV
Full Circle Image MEV
Integ MEV
IntraTherapeutics MEV
Linguistic Technologies, Inc. MNEW
Akkerman Manufacturing, Ine. MNEW
Linguistic Technologies, Inc. MIMNCorp
Stonel Corporation MINCaorp
Faribault Woolen MIMNCorp




APPENDIX B

Walking the Road With Portfolio Companies

Fund Returns $$ Business Side of
e the Road

/ —
Home Ownership

Assistance

—M&A

Option Plan

Gains $$
Workforce

Development
Side of the Road

Strategic
Management Retreats

Profit — -
Assistance Board

Sharing |
_— \ Recruitment
Retirement \ g l MENT!
Plan / / §
Help Trai )z _Q =
Entry-Level Financial _ % S
Literacy Establish V q
Employees 1 _ ) |
Training Option

Plan
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Application of Exits and Employees Tools

On-Going Goals

‘ Employee Motivation

L

‘ Wealth-Building

‘ Retirement Savings

Exit-Specific
1SO | Strategies
NSO
Share
Phantom :
Upside
Profit-
Share
DA Transfer
ownership
ESOP
401(k) 'S‘§‘ SJF Advisory Services




APPENDIX C (CONT.)

Application of Exits and Employees Tools

Primary
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APPENDIX D: Explanation of Broad-Based Stock Option Plans

Up-Front Cost Tax Consequences  |Tax Consequences  |Admimistrative Pros/ Additional

Instrument Description to Employee to Employee to Employer Restrictions Cons Comments

Incentive Stock |fin option to Employee pays cash to  |Taxed whenstockss  |Employer cannat RS Code Section 422, | Pros: Favorable tax  (Incentive Stock Option

Options or ISO  (purchase compary |exercise ophons. sold. deduct mcome declared |meluding: treatrnent for Flans can be discriminatory

(aka Qualified stock at a specified Eligible for capital gams |as capital gains. (1) options may be employees. Most fie. they do not have to be

Stock Options ot |prce fora treatment if stock 1 Employer can deduct  |granted only to commonly used option. |offered on the same terms

Statutory Stock  [spectbied penod of disposed of after mcome declared as company emplovess; | Cons: Cash required to [to all ernployees).

Options) time that qualifies statutosy holding ordinary i avear of 2 |(2) option plan must be |exercise option. Some  |Cash-less exercise may be
fot favorable tax petiod. "disqualifymg approved by tisk to employees due  |allowed m the plan, or
treatrment under Ifsold before end of  |disposthion.” shareholdess; and to statutory holding employets can provide
[R5 Code Sechon holding penod Employer does not (3) option price cannot |penod. Cannot be used | Stock Appreciation Rights
422, (" disequalifying have to withhold payroll(be less than FMY of  (for contract employees (SARs), to asstst low-mcome

disposiion”), employes |tazes. stock at time of grant. ot board members. emmployees m this puzchase.
fotced to recognize Mot subject to ERISA. Less favorable tax
ordinary income and treatrnent for
capital gain. employets.
Non-Qualified (A stock option  |Employee pays cash to  [When option s The emplayer recerves a [INat subject to ERISA. | Pros: Greater flembibity | Cash-less exercise may be

Stock Options or
N3Os (aka Non-
Statutory Stock
Options)

that does not
quahfy for
favorable tax

treatment under
IRS Code Sections
422 gr 423,

exetcise ophions and for
taxes on the phantom
gain at the time of

EHELCISE,

exetcsed, employes
tecognizes ordmary
meorme subject to
applicable tazes (unless
the option has an
ascertamnable FMW at
the time of wsue). Stock
ehigible for capital gams
treattm ent when sold.

tax deduction for the
amount of ordnary
mcorne recognezed by
the employee.
Employer withholds
meome tazes and

payeoll tames.

for employers with
tespect to plan desion,
ability to offer ophon
ptice at less than FRLV.
Can be used for
contract emplcrj,rees ot
board members.
Employet can deduet
otdinaty meome
tecognized.

Cons: Cash tequited to
exetcise ophon.

Feduced tax benefits
for employess.

alowed i the plan, or
employess can provide
Stock Appreciation Rights
(SARs), to asswst low-meome
employees m this purchase.




Up-Front Cost Tax Consequences Tax Consequences Administrative Pros/ Additional
Instrument Description to Employee to Employee to Employer Restrictions Cons Comments
Employee Stock | plan under Employees pay cash to  |Tax benefit recerved on |Employer cannot IES Code Section 423 | Pros: Favorable tax Usually used i public
Purchase Plans  |which a compary [putchase stock; usually  |payroll deduction, deduct mncome declared |applies, mchuding: treatrnent for compaties. Regulations
(ESPP) allowrs employees |managed through direct |Income tazed when as capital gamns. (1) options can only be  [employees. Flembality  |mandate that options be
to purchase stock  [payroll deductions. stock 15 sald. Employer can deduct  |granted to comparny of1 option picing, awratded to all, not just
at up to a 15% Eligble for capital gams |mcome declared as employees, Conis: Cash tequited to [upper-management.
discount. Provides treatmert if held otdinaty m ayearofa |2 plan must be putchase stocl. The discounted price built
favorable tax through stamtosy disqualifping disposttion. |approved by statutory holding pesiod|mto most ESPRs means that
treatrrent under holding penod. In the case of a shareholdess; and applies. employees may be able to
TRS Code Section Employes recognizes | disqualifying disposihon, |(3) options must be profit even if the stock price
423, ordmary meome 1f the employer wnll have |granted to all full-time has gone down smce the
exetcise puce was less  (to withhold income tax |employees with moze grant date.
than FMWV at tne of  |and payroll tases. than 2 years history.
wzue ot if sald before Mot subject to ERTSA
Phantom Stock |A right to receive a|There is no costto the  [Cash bomus is tawed a5 |Ermployer receives 2 tax |Companies have to be | Pros: Mo cash outlay  |Primarily used in companies

cash bonus equal
to either the value
of a specified
amount of
compay stock ot
the mctease m that
value over a
petiod of time.

employee.

Employes account s
credited wwrith stock
"umts" mstead of achial
stock. Upon tugger
event {ie: tetmnnation of
employment), the
employee tecerves rash
botms equal to the stock
value or merease m value

gince time of awrard.

ordmary mcome at the

tirre it 15 tecetved.

deduction for the
amount of ordinary
meome recognized by
the employee.
Employer unthholds
mcome taxes and
payroll tazes.

Employer must
tecognize compensation
expense as the value of

the awrard imereases.

careful they do not
madvertently create a de
facto ERISA plan. In
otdet to avoid being
subject to ERISA regs,
phantom stock should
apply only to select
employees (juch as
designated non-
fnanagetr et
employees)), and should
not allowr deferral of

paj,rments.

tequited by employee.
Can provide employees
with advantage of stock
owmnetship and
dradends withaut
dilian of actual
comparty oumetship.
Cons: Avoidance of
ERISA tegs can limit
impact of plan. Mo
favorable tax treatment
for employees.
Company must have
cash to pay out
phantom options at
time of hquidity event.

that wrant to share the
economic value of equity,
but not equaty stself.




Ly Up-Front Cost Tax Consequences Tax Consequences  |Administrative Prosz/ Additional
Ingyment DY Bsewpigr )  [to Employee to Employee to Employer Restrictions Cons Comments
Up-Front Cost Tax Consequences  |Tax Consequences  |Admimistrative Pros/ Additional
Instrument Description to Employee to Employee to Employer Restrictions Cons Comments
Non-Employer |An option to Employee pays cash to |When option 1 Employer recerves a tax |Employer must Pros: It compary For prvate comparies,
Stock Options  |putchase the stock |exercise option and pay |exetcised, employee deduction for the putchase the stock on  |stock has slow growtl, (provides employees with
of a company tazes on the phantorm  |tecognizes ordinary amount of ordmary which the options ate  |provides additonal stock that can be sold on the
ather than the gain at time of exercise. |mcome subyect to meome tecogmzed by |bemng granted.  Granting|oppottumty for mathet a5 opposed to stock
employer. applicable tazes {unless |the employee; the options under a non-  |employee i their prvately held
the option has an employer unthholds employer SOP usually  |ncentvization, employer.
ascertamable MW at  |mecome tames and tesults in an annual Con: Can be expensive,
the time of wsue). Stock|payroll tases (same a2 [charge to earmings, a8 |difficult to manage a5
elipible for capital gans |non-qualified stock eompensation expense  |employer.
treatment when sold.  |options) creases i line writh
stock appreciation.
Employee Stock |A defined In almost every case, Employees pay tax only | Contrnbutions up to Compatry must Pros: Savings grow taz- (Recently, the average size of
Owmership Plans |contsibution ESODs ate a on distnbutions, which |23% of the coversd formally adopt ESOF  |deferred. Mo up-front |[compares with ESOPs has
(ESODPs) employee benefit  |contnbubion to the ate taxed a5 ordinary  |payroll are generally tax [plan. RS must approve|cost to employees. been shonlang, as larger
planm whicha  |employee, not an meome. Distobutions  [deductible to the plan’s tax qualibed Ahen employee public compares have
trust 15 created to  |employee purchase. ate not taxed 1f rolled  |compatry (can deduct  |status. Subject to meentrves with begun to tetrminate long-
buy and hold The average ESOP mta an IRA ora the full walue of ERISA. comparry's long-term  [held plans. 5% of ESOF:
company stock.  |contabution i 6%-10% |successor plan. If contributed stock). A SCCESS. ate i public companies
shares of the trust |of pay. distrbution ocous cotporation that repays Coinrs: The lawr does (median # of employees:
are then allocated whet employee 1 under|an ESOT loan gets to not alow ESOPs to be (21001 The median mumber
to mdimdual 391/ dyears (354f deduct prncipal as wrell used in partnesships and |of employees at povate
employee tetrninated), the as interest (the entire most professional eompanies with ESOT: i
accousts. employes pays an cofitsbution). cotpotations. Prvate 125,

addibonal 10% excise
tar. Dirndends
allocated ta an
employee’s ESOP
account are tawed at the
time of allocaton as
ordimary ncome but are

not subject to excise tax

Dindends are also tax
deductible.

companies must
teputchase shares of
depatting employees,
and this can become a
majot expense. The cost
of setting up an ESOT
15 substantial --
20,0004 Compay

Ower 80% of all ESOP
partcipants aso ate
anothet company sponsored
plan, often a 401{k) plan
Comparry ownets can defer
tax on the sale of stack ta an
ESCOP if the ESOT halds
30% ot mote of the

8




APPENDIX D (CONT.)

Up-Front Cost Tax Consequences Tax Consequences | Administrative Pros/ Additional
Instrument Description to Employee to Employee to Employer Restrictions Cons Comments
401(k) Plans 401k plans alow (Employees can Employes contabutions (Employer 401ik) Third party Pros: A good benefit |Employer contributions
employess to contrbute up to $11,000 (and emplayer matches  |contrbutions ate administratoss mantain | for employees. generally takee 1 of 3 fonms:
make toe-deferred |peryear. The are not subject to tax at |deductible. Small 401k plans. 401ik) Comparry does not 1y a flat fiwed-dollar amount;
contnbutions to a |contnbuhons are the time they are made. |businesses (100 Plans must comply with (have to match 2y a freed % of each
trust and direct writhheld from an Lowr-income employees [etployees of less) are  (ERISA. Employers inmediately - can set up [patbicipant’s pay, 3) a rate
their mvestments  |employes's paycheck “who contnbute to a eligible for an annual tas [rust undergo certain |match at a later date. telated to the etnployes's
among a vatiety of | Companies can "match" |plan are be eligble for a |credit of 50% on up to |compliance tests each | Coms: Administrative  |contribution to the plan.
choices, gething employes donations i a |tax credit on up to $1000 of administrative |yeat to ensure non- burden. Matry employers require
their money back  |vanety of ways. $2000 i contributions. |costs for the first three  |discrimination. employees to hawve wotked
at departure ot Employees are tawed on [years of a new plan. Employees must be tor one year before they can
tetirem ent. the entite amount (both |Other employess can  |provided with a enitoll in the plan.
the contrbutions and  |deduct as a business Summary Flan Employees may legally
the gait) as ordinary expetise costs telated to [Dlescoption and annual srithdrawr 4017k funds for
mcome upon the establishment and  |statement of account allowrable expenses (fuition,
srithdravral at maintenance of a mformnation. If the tnottpage payment, medical
tetirerment. tetirem ent plan. cotmpary’s stock is expetises); cost of
offered, employees admimistering a withdrawral
must recerve the stock program can be cost-
fund's prospectus. prohibitive to small
COrp atles.
Definitions

S fock Appreciation Rights (JAR)

£ right, oranted to an employee, to tecerve 2 bonus equal to the appreciation in the value of the compary's stock for a predetermined number of shares over a specified penod.

(5AFs are very swmilar to phantom stock except that they can be exercised amytime after they west as opposed to phantom stock payments which are usually rmade at a hxed, predetermined date)
Employee Fetirement Income Secunty fict of 1974 (ERTSA)
Designed to protect the retirement assets of Amerncans, by implementing rules that qualified plans must follow to ensure that plan fiduciaries do not misuse plan assets,
1 Requites plans to provide participants <with important information about plan features and funding. The plan must fomish some information regulady and automatically. Some of this

wiformation is available free of charge

&) Sets minimum standards for parficipation, vesting, benefit acernal and funding. The law defines how long a person may be required to work before becoming eligible to patticipate i a plan, to
accumulate benefits, and to have 2 non-forfeitable right to those benefits. The law also establishes detailed funding niles that require plan sponsoss to provide adequate funding for the plan.

3 Requires accountabality of plan fiducianes. ERISA generally defines a fiduciary as aryone who exetcises discretionary authosity or control over a plan's management ot assets, including arrpones
who provides investment adwice to the plan. Fiducianes who do not follow the principles of conduct may be held tesponsible for restoring losses to the plan.
4y Gives patticipants the right to sue for benefits and breaches of fiduciary duty.
3 Guarantees payment of certain benefits if a defined plan is terminated, through a federally chartered corporabion, lown as the Pension Benefit Guaranty Corporation.

) Protects the plan from mismanagement and misuse of assets through its fduciary provisions.



APPENDIX D (CONT.)

Capital Gains Treatment

Lump-sum distnbutions of quahfied plan balances that accrued before 1974 may be eligible for capital gains treatment.

In other words, the distribution may be taxed at a rate of 20 percent, regardless of the recipient's ordinary mcorme tax rate.

TES Code Secton 422

1) option price must be set at Fair Mardzet Value (FMY) of stock

Z) can only be given to employees

3) option must be exercised within 3 months of employes leaving compary and must be exercised within 10 years of grant

4) plan must be approved by stockholdess

5) ISC agreement betureen employee and employer must exst

) not subject to ERISA

IRS Code Section 423 (Hus section is mote hberal than Section 422):

1) must ke approved by shareholders

Z) exetcise price must be the same for all employess

3) exetcise price cannot be less than 35% of FIMY at the time of grant

4) options must be exercised wnthin 5 years of grant

5) not subject to ERISA

Disqualifiping Disp osition

Wihen stock is sold before the end of the statutory holding perod

statutory Holding Period

The later of twro years after the employee's receipt of the option or one year after the emplayee's teceipt of the stock

Patential INewr Sources

MNational Center for Employee Cumership web site (heeo.org)

Stocle Options: An Authontative Guide to Incentrve and MNonqualified Stock Options (2nd edition) by Robert B Pastore

Compensating employees with nonemployer stock options (from The Tax Adwiser). Joumal of Accountaney, July 2000, By Nicholas Fiore

Factors to Consider When Choosing Betwreen ISOs and M50,

1) If in the yeat i which gain 15 tecogiized there s little ot no difference betwreen ordinary income and capital gain marginal tax rates, one of the poncipal advantages (tazation at a capital gains rate)
of the statutory stock option s rermoved.

Z) The company obtains a deduction on exercise of a nonstatutory option equal to the meome recognized by the employee. The company generally recetves no deduction m the statutory stock
option context unless there is 2 premature disposition by the employee.

3) The statutory option is still arguably preferable for the key employee because no income & recognized on the exercise of the option (unlike the situation with the typical nonstatutory opton);
come recognition of a statutory option is deferred until the employes disposes of the stocke

4) Monstatutory options provide the employer with flestbiity in plan design (because of lack of qualification rules). As a result, emplovers can talor nonstatutory options to meest their particular
needs. Fot example, nonstatutory options may be granted to non-employees, such as valued outside contractors ot non-employes directors.

5) Thete is no requirement that the option price of a nonstatutory option be equal to the fair market value of the stock at the ime of the option grant. Thus, the grantor of the nonstatutory option
has complete freedom in sethng the option price and the bargain purchase element.

) Unlike statutory options, nonstatutory options can be granted pumsuant to a plan that s effective for longer than 10 years, and the options can be outstanding for periods over 10 years from date
of grant.

) Monstatutory options may be fully transferable, and there need not be army restricions on the amount of options that can be exetcised in a single year not when the employes can dispose of the

option stock after exercise.

10
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When to consider a Phantom Stocls plan

1y The company's owness want to share the econornic value of equity, but not equity itself

2} The company cannot offer conventional lands of ownership plans because of corporate restactions, as would be the case, for nstance, with a Limited Liability Corporation, partmership, a sole
propretoship, or an 5 corporation concemed about the 75-owner nile.

3) The compary already has a conventional ownership plan, such as an ESOF, but wants to provide additional equity incentives, pethaps without providing stack itself, to selected emplayees.
4) The compary's leadesship has considsred other plans but found their miles too testrictive ot implementation costs too high.

5) The company is a division of anather comparry, but can create a measurement of its equity value and wants emplayees to have a share in that even though thete is no actual stock.

6) The company is not a company - it is a nonprofit or govemment entity that nonetheless can create some kind of measurement that mimies equity growth that it would like to use as a basis to
create an employee bomus,

ESOPF Comsiderations

The erployer raust first conduct a feasibility study (extra cash flowr to make contributions, contributions are deductible, repurchase obligation). Have an appraiser prepare a formal valuation
tepott. Have an attomey prepare a formal plan document. Dlecide who will serve as the ESOTS trustes and who wnll administer the ESOP (can hire a professional trustes). In the case of a
leveraged ESOF, financing must be secured. AL

Broad-based Stock Option Flan

NCEOQ Defimtion: a plan that actually grants stock options to over half of a compary's employees over a penod of time.

The lawr requires that at a minimum the contsibutions vest at a rate of 20% ayear and that emplayees are fully wested within 7 years.
E5OP contributions can be allocated to employees in proporton to compensation, ot years of service, or a combimmation of both. Allocations must vest before an employee 15 entitled to receive

thetn.
ESTFP "look-back feature” allows employees to purchase shares at up to 15% off the price ether at the begmmng or end of the penod i which they have set aside money to buy shares.

Section 1042
Section of the Intermal Revenue Code allowing sellers to certam ESOPs to defer tamaton on the gam of the sale of their stock by remnvesting in other secuntes called "qualified replacement

secutes.

Who qualifies for Section 10427

Cramers of stock in closely held "C" companies who have held that stack for at least three yeass prios to the sale. The ESOP must awn 30% of the total value of shates in the comparny after the
sale. Corporations do not qualify for Section 1042, but partmerships, estates, tamable trusts and individual camers do. The shares sold to the ESOTP do not qualify if they were acquired as part of an
employee benefit plan or though certain types of stock options.

11



APPENDIX E

Table of Contents and Summaries of Articles Relating to IDAs and Asset Building

1.

Deborah Page-Adams, Design, Implementation, and Administration of
Individual Development Account Programs, Center for Social
Development, Washington University in St. Louis, March 2002

Summary: This study of IDA design, implementation and administration
was conducted during the first two years of a national policy
demonstration (the American Dream Demonstration - ADD) that was
established to test the efficacy of asset building initiatives for low-wealth
individuals, households and communities. The evaluation of ADD is a
six-year study (1997-2003) of IDAs at 13 sponsoring organizations
nationwide.

Mark Schreiner, Match Rates and Savings: Evidence from Individual
Development Accounts, Center for Social Development, Washington
University in St. Louis, 2001.

Summary: This paper analyzes savings by low-income people that use
IDAs for home purchasing, post-secondary education or self-
employment. The study finds that in IDAs, higher match rates are
associated with an increased probability of continued participation but
also with a decreased level of savings.

Michael Sherraden, Assets and the Poor: Implications for Individual
Accounts and Social Security, Invited Testimony to the President’s
Commission on Social Security, October 18, 2001.

Summary: The testimony addresses individual accounts and how it
relates to asset-building for the poor. Specifically, one section (p. 2)
discusses IDAs and how these accounts demonstrate that low-income
individuals can save and benefit from progressive asset accumulation.

Michael Sherraden, Individual Development Accounts: Summary of
Research, Center for Social Development, Washington University in St.
Louis, September 2002.

Summary: This is a summary of a large study known as the “American

Tab 1

Tab 2

Tab 3

Tab 4
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Dream Demonstration” that has been conducted at 13 sites in the U.S.
since 1997. This paper may be a good source for some quotes.

Michael A. Stegman, Robert Faris, Oswaldo Urdapilleta Gonzalez, The
Impacts of IDA Programs on Family Savings and Asset-Holdings,
Center for Social Development, Washington University in St. Louis,
2000.

Summary: This paper supplements the national IDA pilot program
“Down payment on the American Dream Demonstration.” The subject
examines if there was a financial impact on the net savings and assets of
participants because they joined IDA programs.

Mark Schreiner, Michael Sherraden...., Savings, IDA Programs, and
Effects of IDAs: A Survey of Participants, Center for Social
Development, Washington University in St. Louis, January 2001.

Summary: This survey report comes from the 11 foundations that fund
the “American Dream Demonstration.” The report relies on cross-
functional data from current and former IDA participants in the
American Dream Demonstration to address questions re: IDAs and their
effectiveness as tools to help build assets and savings.

Individual Development  Accounts, from StateAction.org
(www.cfpa.org)

Summary: A brief summary of IDAs, what they are, how they work and
why they are important tools for asset building.

Carl Rist and Jennifer Malkin, IDAs and Small Communities: Self-
Sufficiency Through Building Assets, National Center for Small
Communities: Small Community Quarterly Fall 2001

Summary: A brief overview of how IDAs are useful tools for asset
building. The authors highlight IDAs in rural Kentucky to demonstrate
why IDAs and classes on economic literacy can be integral to helping
improve the finances of the poor.

Tab 5

Tab 6

Tab 7

Tab 8
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10.

11.

12.

Finding Paths to Prosperity, National Endowment for Financial
Education (NEFE), the Corporation for Enterprise Development and the
Fannie Mae Foundation, 2001.

Summary: A new curriculum to aid IDA programs in the provision of
financial education. "Finding Paths to Prosperity" includes a Facilitator's
Guide with CD ROM and a workbook for participants. The curriculum
provides 10-session outlines as well as information about developing
effective training sessions, using participatory training techniques,
adapting materials for low-literacy audiences, and other topics.

Mark Schreiner, Margaret Clancy, Michael Sherraden, Saving
Performance in the American Dream Demonstration, A National
Demonstration of Individual Development Accounts, Final Report,
Center for Social Development, Washington University in St. Louis,
October 2002.

Summary: ADD is a demonstration of IDAs in 14 programs across the
United States. It ran for four years (1997-2001) and the research takes
place over the course of seven years (1997-2003).

Michelle Miller and Debbie Gruenstein, Encouraging Savings,
Financing Individual Development Account Programs, The Finance
Project, Financing Strategy Series, October 2002.

Summary: This brief describes three strategies for financing IDA
programs: accessing federal funds, making use of state-controlled
resources, and obtaining private resources.

Larry W. Beeferman, The Promise of Asset-Development Policies,
Realizing the Promise: Individual Development Accounts, Asset
Development Institute.

Summary: Larry Beeferman of the Asset Development Institute describes
the movement and his views on why asset-development policies are vital
to economic equality.

Tab 9

Tab 10

Tab 11

Tab 12
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13.

14.

15.

16.

17.

J. Larry Brown and Larry W. Beeferman, “From New Deal to New
Onnartinitv” The Amevican Proenect val 12 na R Fehrnarv 12 2001
79

Summary: This article discusses the genesis of the concept of asset
development as an approach to lifting working families out of poverty,
and current thinking on this strategy.

Robert Kuttner, “Sharing America’s Wealth,” The American Prospect
vol. 14 no. 5, May 1, 2003.

Summary: This article discusses conflicting ideologies regarding the
current socioeconomic gap in the United States. Politically, conservatives
emphasize entrepreneurship exclusively as the key to getting ahead in
society, while liberals emphasize social programs that still encourage an
entrepreneurial spirit. The article traces the history of this debate and
suggests that asset development may help resolve socioeconomic
inequity.

Georgia IDA Contacts

Summary: Gathered from the Center for Enterprise Development (CFED)
website, www.idanetwork.org.

Pennsylvania IDA Information.

Summary: Gathered for Sun and Earth. Includes program specific
information from: Impact Services Corporation, Women’s Opportunity
Resource Center, and Child Care Workers” IDA Project. Also includes a
list of Pennsylvania IDA contacts from the Center for Enterprise
Development (CFED) website, www.idanetwork.org.

Additional information on IDAs.

Summary: Includes statistics, notes from IDA conversations, background
on IDAs, contact information.

Tab 13

Tab 14

Tab 15

Tab 16

Tab 17
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APPENDIX F

1.

Table of Contents and Summaries of Articles Relating to Compensation Research

Andrew Dzamba, Compensation Strategies to Use Amid Organizational .1
Change, COMPENSATION & BENEFITS MANAGEMENT, Winter 2001, at 16.

Summary: The author gives a thorough overview of several types of
compensation strategies, noting the advantages and disadvantages of
each. His technical overview examines pay-for-performance plans, team-
based pay plans, as well as several stock-based pay plans.

Anonymous, Are Stock Options Heading for a Fall?, HR Focus, Sept. ...30
2000, at 10.

Summary: The article examines concerns surrounding stock-option
plans for compensation during the year 2000, when the economy was
down and many stock prices for dot-coms, for instance, were plummeting.

Arthur H. Kroll, Stock Option Strategies: Recent Developments, ...35
COMPENSATION & BENEFITS MANAGEMENT, Summer 2002, at 1.

Summary: The author discusses the current economy in 2002 and its
effects on stock prices and companies’ uses of stock options to compensate
employees. He explains that many companies” stock options have gone
“underwater,” meaning that because the companies stock prices have
plummeted, the options have been rendered useless.

Bill Carpitella, Compensation Strategies, PROFESSIONAL BUILDER, Aug. .42
2002, at 24.

Summary: The article explains how management can get a “proper”
return on its investment into employee compensation plans. The author
suggests that managers should make their plans simple, differentiate
among performers, adopt a pay “philosophy,” and reward employees
frequently.
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Bo Wilkins and Michael Brink, SERP Swaps Can Help Maximize Wealth
from Non-qualified Plans for Execs, NATIONAL UNDERWRITER, Mar. 4,
2002, at 8.

Summary: The article discusses SERP Swaps (or Benefits Swaps) as
methods of accumulating wealth without facing excessive income, estate,
and/or gift taxes. The concept is probably more well suited for use with
highly compensated executives, since most low-income individuals
probably want any wealth which is paid out to be liquid (instead of
available only to their heirs upon death).

Catherine M. Daily and Dan R. Dalton, The Problem with Equity
Compensation, THE JOURNAL OF BUSINESS STRATEGY, July/Aug. 2002, at
28.

Summary: The article reveals the results of a study conducted to
examine the relationship between executive equity and company
performance. The study found that there was no evidence that higher
levels of executive equity result in better company performance. The
article thus questions the value of equity-based compensation plans for
executives.

Charles E. Whalen and Chuck Nixon, Firin Ownership: A Share of the
Business, CONSULTING - SPECIFYING ENGINEER, Dec. 2001, at 11.

Summary: The article explains various approaches for shareholder
agreements, and methods for compensation of departing shareholders
upon events such as mergers.

Corina Trainer, Compensating Employees with Non-employer Stock
Options, FINANCIAL THE TAX ADVISER, July 2000, at 468.

Summary: The author outlines the use of Non-qualified Stock Options
in compensation programs for employees. She elaborates on the
differences between Non-qualified Stock Option plans in which
employees gain rights to purchase the company’s stock, and Non-
employer Stock Option plans in which employees gain rights to purchase
other companies’ stocks. The implications of each type of plan are also

...44

...49

...57

...63
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10.

11.

12.

discussed.

Elizabeth Opalka, Split-dollar Life Insurance: Changing Rules,
Unresolved Issues, COMPENSATION & BENEFITS MANAGEMENT, Summer
2002, at 38.

Summary: The author explains the current tax implications of split-
dollar life insurance policies that are sometimes used within employee
compensation strategies. Split-dollar life insurance policies entail an
arrangement in which the employer and employee split both the costs and
benefits of a life insurance policy.

Floyd J. Griffin and Jerry Fox, Facing Up to the Labor Shortage,
COMPENSATION AND BENEFITS REVIEW, Sept./Oct. 2000, at 34.

Summary: The article takes a look at one construction company’s
unique solution to its problems with employee retention. The company
began an apprentice program to hire, train, and retain workers. Along
with this program, the company instituted an ESOP program which has
been quite successful.

James Cramer, Let them Eat Stocks: A Solution to Downsizing, THE NEW
REPUBLIC, Apr. 26,1996, at 24.

Summary: The author explains an intriguing form of compensation for
laid-off employees, where laid-off employees are paid severance in stock
options rather than in cash. He argues that these employees would have
the opportunity (should the companies stock succeed) to make
exponential gains in wealth at no extra cost to the employer. He explains
that history has shown that companies often lay off many employees in
order to make future gains, and that these laid off employees should have
a right to some of those gains.

James H. Ray, Using Stock Options to Build Employee Wealth, AFP
EXCHANGE, Summer 2000, at 46.

Summary: The author describes the differences between Incentive Stock
Options and Non-qualified stock options. He also discusses methods for

...67

...76

...87

...93
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13.

14.

15.

16.

17.

implementing each type of program.

Jennifer E. Sunderland and Valerie L. Williams, New Pay Programs
Boost Retention, WORKFORCE, May 1999, at 36.

Summary: The article lays out a series of steps for designing an
effective employee pay program. The steps include identifying a
business’s priorities, assessing market pay practices, understanding
employee perspectives, and selecting and developing a well-tailored pay
plan.

Jennifer Roper and Randy Zipse, Give Away a Stake Without Giving
Away Stock, ADVISOR TODAY, Sept. 2000, at 106.

Summary: The authors examine and explain the benefits and costs of
phantom stock plans.

John A. Christoforo and William J. Williams, Exploring the Benefits and
Limitations of EGTRRA in the Not-for-profit Sector, COMPENSATION &
BENEFITS MANAGEMENT, Summer 2002, at 29.

Summary: The authors provide an explanation of the Economic Growth
and Tax Relief Reconciliation Act (“EGTRRA”) and the benefits that the
Act provides for non-profit organizations in compensating and retaining
their employees. Changes in EGTRRA have enabled non-profits to
provide better retirement plans, in particular, for their employees.

Kenneth J. Klassen, Options for Compensation, CA MAGAZINE, Aug.
2002, at 41.

Summary: The article presents a general overview of what constitutes a
stock option plan and evaluates why different companies use stock option
plans to differing degrees.

Richard F. Beal, Designing Compensation for the New Realities,

...100

...108

...113

..121

...131
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18.

19.

20.

FINANCIAL EXECUTIVE, Mar./Apr. 2002, at 54.

Summary: The article explains the effect that a poor economy has had
on stock options. Many stock options haves gone “underwater,” meaning
that the value of the stock has decreased below the exercise price, making
them useless to the option holder. Some companies are re-issuing their
options at lower prices as a result. The article also makes a case for well-
tailored compensation programs for individual businesses and particular
groups of employees. Not all businesses have the same “culture” and not
all levels of employees have the same interests. A compensation program
should be designed for the particular culture of the company and the
various interests of its employees.

Sue Burzawa, Mellon Financial Offers Employees Various Ways to Gain
Equity Ownership, EMPLOYEE BENEFIT PLAN REVIEW, July 2002, at 36.

Summary: The author examines a broad-based stock option program
and an employee stock purchase program implemented by Mellon
Financial Corp. for its non-executive employees. Participants in the stock
option plan received a video and enrollment guide explaining the option
program. The stock purchase program allowed non-executive employees
to purchase company stock at a 15 percent discount.

Tara E. Silver-Malyska, Stock-based Compensation Alternatives,
EMPLOYEE BENEFITS JOURNAL, Dec. 2001, at 22.

Summary: The article provides a really clear summary of common
stock option strategies and their tax consequences. The article takes a look
at Incentive Stock Options, Employee Stock Purchase Plans, Non-statutory
Stock Options, Stock Appreciation Rights, Phantom Stock Plans,
Performance Share Plans, and Restricted Stock.

William J. Wiatrowski, Putting Stock in Benefits: How Prevalent Is It?,
COMPENSATION AND WORKING CONDITIONS, Fall 2000, at 2.

Summary: The article examines the prevalence of stock option plans in
the market, presenting statistics and explanations of various types of stock
and employee ownership plans.

...138

...144

...156
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APPENDIX G

1.

Table of Contents and Summaries of Articles Relating to Employee Ownership

A Conceptual Guide to Employee Ownership for Very Small Businesses,
The National Center for Employee Ownership, (www.nceo.org), 2002.

Summary: This article is directed towards firms with fewer than 20
employees and plan to stay small and not go public. The article discusses
why small firms should embrace share ownership, explains various
forms of broad-based options, and illustrates how much plans cost.

Corey Rosen, How Small is Too Small for an ESOP? Inc: The Magazine
for Growing Companies (Www.inc.com), 1999.

Summary: This article addresses the question frequently asked by
company leaders whether or not a company is too small to have an
employee stock ownership plan. This article provides an overview on
how to estimate and calculate the cost of an ESOP.

Donna Fenn, Ownership: ESOPs Motivate, Inc. The Magazine for
Growing Companies (www.inc.com), March 1, 1996.

Summary: Short example of how an ESOP benefited a local company in
Massachusetts. CEO believes ESOP has helped improve company sales.

Douglas Kruse, Research Evidence on Prevalence and Effects of
Employee Ownership, Testimony before the Subcommittee on
Employer-Employee Relations, Committee on Education and the
Workforce, U.S. House of Representatives, February 13, 2002.

Summary: Kruse, a professor at the School of Management and Labor
Relations at Rutgers University, has conducted extensive research on
employee ownership and workforce development.  This article
summarizes the growth of employee ownership plans and how such
plans improve employee attitude and behavior, increase organizational
commitment, and augment productivity levels within a firm.

Tab 1

Tab 2

Tab 3

Tab 4
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Douglas L. Kruse, James C. Sesil and Joseph R. Blasi, Sharing
Ownership via Employee Stock Ownership, Discussion Paper No.
2001/25, United Nations University: World Institute for Development
Economics Research, July 2001.

Summary: This article summarizes the findings from empirical studies
done on employee ownership and broad-based stock option plans over
the last 25 years. This study focuses on employee attitudes and
behaviors, firm performance and employee wages and wealth.

Edward O. Welles, Motherhood, Apple Pie & Stock Options, Inc: The
Magazine for Growing Companies (Www.inc.com), 1998.

Summary: The author discusses the use of stock options in companies
and how stock option plans can be useful in building long-term value if
properly utilized by management. Also discussed is the issue of
employees who do not understand how options work and the lack of
financially literate employees who prefer to cash out options rather than
not exercising their options and building long-term incentives.

ESOP Companies Outperform Stock Markets in 2001, PR Newswire
Association, LexisNexis, August 19, 2002.

Summary: Recent survey conducted by the Employee Ownership
Foundation found that 71% of ESOP Association company members
outperformed the DJIA and NASDAQ.

How to Choose an Employee Stock Plan for Your Company, The
National Center for Employee Ownership (www.nceo.org), 2002.

Summary: This article explains the basics of broad-based employee
ownership, including ESOPs, stock option plans, ESPPs, and 401(k) plans.
It also highlights how public and private companies utilize such plans
differently and touches upon the use of phantom equity

Tab 5

Tab 6

Tab 7

Tab 8
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10.

11.

12.

13.

How an Employee Stock Ownership Plan (ESOP) Works, The National
Center for Employee Ownership (www.nceo.org).

Summary: A general overview of the variety of ways employee
ownership can be accomplished. The article also reviews ESOP rules,
uses of ESOPs, and caveats.

Largest Study Yet Shows ESOPs Improve Performance and Employee
Benefits, The National Center for Employee Ownership,
(www.nceo.org), 2002.

Summary: This article summarizes the largest and most significant study,
to date, on the performance of employee stock ownerships plans. The
study, conducted by Douglas Kruse and Joseph Blasi, of Rutgers
University, has found that ESOPs appear to increase sales and improve
company survival rates.

Phantom Stock, Inc: The Magazine for Growing Companies
(www.inc.com), October 21, 1999.

Summary: This article explains “mirror” or “phantom” stock plans and
how they are useful in motivating and retaining key employees without
sharing ownership of the company.

Pilot Survey on the Incidence of Stock Options in Private Industry in
1999, Bureau of Labor Statistics (www.bls.gov), October 11, 2000.

Summary: In 1999, the BLS conducted a pilot survey of all private
industry employees who received stock options. The study breaks down
information by executive vs. non-executive, salary and industry in order
to demonstrate the differences in stock option availability.

Steps to Setting up an ESOP, The National Center for Employee
Ownership (www.nceo.org), 2002.

Summary: A general review for setting up an ESOP.

Tab 9
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14.

15.

16.

17.

18.

Ronald J. Gilbert, “The ESOP Decision.” A portion of this article is
excerpted from Employee Stock Ownership Plans: Business Planning,
Implementation, Law and Taxation, co-authored by Mr. Gilbert, Robert
W. Smiley, Jr. and Davis M. Binns, published by RIA Group.

Summary: The article considers the impact of an ESOP on 1) the selling
shareholder, 2) the company, 3) other existing shareholders, and 4) the
employees.

The Employee Ownership 100, The National Center for Employee
Ownership (www.nceo.org), 2002.

Summary: A list of America’s largest companies that are over 50%
employee owned through an ESOP, stock purchase plan, or other broad-
based ownership plan.

ESOP Facts and Figures, The ESOP Association
(www.esopassociation.org), 2003.

Summary: A list of ESOP-related facts.

All  About Employee Ownership, Foundation for Enterprise
Development

and Beyster Institute for Entrepreneurial Employee Ownership
(www.fed.org), 2003.

Summary: The article covers the steps for designing and employee
ownership plan and identifying an approach that best suits the
company's strategic needs. Includes a description of performance-based
plans, broad-based plans and leveraged employee stock ownership plans
(ESOPs).

Shared Equity Strategies Inc. brochure.

Summary: SES is a consulting firm specializing in equity sharing
strategies including stock compensation plans and ESOPS. Includes an
interview with Michael Golden.

Tab 14
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19.

20.

21.

22,

23.

24.

Divesh Gupta, “An Overview of Phantom Stock Plans,” Duke Law
Community Economic Development Clinic, November 5, 2002.

Summary: Covers the advantages and disadvantages of phantom stock
plans.

EvCo’s Phantom Stock Plan.

Employee Stock Option Fact Sheet, The National Center for Employee
Ownership (www.nceo.org), 2002.

Summary: An overview of stock options.

Are Stock Options in Your Future?” Knowledge @ Wharton, Finance
and Investment.

Summary: The article considers the effectiveness of stock options, and the
advantages of different types of stock options.

David Leonhardt, “Option Math: Why So Many to So Few?” New York
Time, July 16, 2003.

Summary: The articles studies cases of widely-held and closely-held
stock options at a variety of companies.

“New Ways to Retain and Reward Employees,” Knowledge
@ Wharton, Finance and Investment.
Summary: This article explores the pros and cons of expensing stock

options as well as other techniques for motivating and rewarding
employees.

Tab 19

Tab 20
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25.

26.

Smith, Anderson, Blount, Dorsett, Mitchell & Jernigan, Stock
Option Overview.
Summary: Smith Anderson is a law firm. They have provided basic

information about stock options as well as answers to questions about
stock options.

Employee Stock Options Study, The National Center for Employee
Ownership (www.nceo.org), August 24, 2001.

Summary: NCEO conducted a national study on the impact of stock
options on employees.

Tab 25

Tab 26
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APPENDIX H

= '3' SJF Advisory Services

SJF Advisory Services provides resources and expertise to help SJF Ventures portfolio and prospect

companies succeed, including:

HIGH PERFORMANCE WORKFORCE SERVICES

¢ Assistance with employee benefits such as health insurance.
o Resources to help with employee recruitment and training.
e Local, state and federal tax incentives.

¢ Information on worker safety; financial literacy; open book
management; employee ownership; affordable housing,
transportation and childcare; and diversity training.

“SUPERIOR HUMAN CAPITAL PRACTICES ARE NOT ONLY CORRELATED WITH FINANCIAL
RETURNS, THEY ARE, IN FACT, A LEADING INDICATOR OF INCREASED SHAREHOLDER
VALUE.” - WATSON WYATT’S SECOND HUMAN CAPITAL INDEX STUDY.

EMPLOYEES AND EXITS INITIATIVE (ASSET BUILDING)
¢ ldentification of Individual Development Accounts (IDAs —
matched savings accounts for first-time home ownership)
and financial literacy training to help employees build
assets.

e Tools on how to use broad based stock options, ESOPs,
Phantom Stock and other profit sharing to assure employees
have a stake in company success.

o Help for employees to access the Earned Income Tax
Credit.

“THERE IS ENCOURAGING EVIDENCE FROM IDA PROGRAMS ACROSS THE COUNTRY
THAT LOW-INCOME FAMILIES, WITH PROPER INCENTIVES AND SUPPORTS, WILL SAVE
REGULARLY AND ACQUIRE PRODUCTIVE ASSETS.” — CORPORATION FOR ENTERPRISE
DEVELOPMENT.

SUSTAINABLE BUSINESS ADVANTAGE INITIATIVE (SBAI)

SJF Advisory Services seeks to demonstrate that operating in a socially
and environmentally responsible manner is the best path for business
success. To further this mission, we provide the following services:

¢ Online resources to help you operate more sustainably by using
environmental best practices, increasing efficiency and
reducing costs.

e A sustainability tracking and evaluation system that can
integrate with internationally accepted environmental tracking
systems as your company grows.

“A SMALL BUT GROWING NUMBER OF COMPANIES ARE USING THE INNOVATIVE
STRATEGIES OF SUSTAINABLE ENTERPRISE TO FUEL SUBSTANTIAL GROWTH OF THEIR
BUSINESSES IN NEW MARKETS.” - CENTER FOR SUSTAINABLE ENTERPRISE.

OUR MISSION

To promote self-sufficiency for low-
income individuals by assisting
sustainable enterprises to create,
retain and enhance long-term jobs f
the residents of economically
distressed communities.

EXAMPLES OF ASSISTANCE

e Linking a company with an IDA
program offered by the United W
that provides a 4:1 match for first-
time homeownership.

¢ Researching grants/low interest
loans and entry-level employee
recruitment resources.

o Identifying sources for business
mentors and for assistance in
becoming a certified Minority
Business Enterprise.

¢ Researching health insurance
options.

¢ Working with Duke Law School’s
Community Economic Developm
Law Clinic to develop & impleme
broad-based stock option plans.

¢ Assisting with HR issues.

¢ Helping a company evaluate day
care options for employees.

¢ Helping a firm obtain SBA
HUBZone status.

For more information: Anne Claire Broug

27



APPENDIX T

You are managing a small entrepreneurial company on a lean budget. Employee compensation
and benefits are significant line items. SJF Ventures is considering an equity investment in your
company, but recommends more generous employee benefits. Why will generous benefits
strengthen your bottom line? What types of benefits can you offer to make your company more
successful? How can SJF work with you to provide these benefits?

WHY?
“Superior human capital practices are not only correlated with financial returns, they are, in fact, a
leading indicator of increased shareholder value.” -Watson Wyatt's second Human Capital Index study

Recruitment and Retention

Most of the companies that SJF finances say that hiring and retaining good employees is one of
their top concerns. The U.S. Department of Labor estimates that businesses spend millions each
year recruiting and hiring hourly employees - half of whom leave within their first six months -
and a recent study by the Rutgers University and the Saratoga Institute shows that direct and
indirect turnover costs are on average 1.5 times the annual salary of any given position.!
Providing competitive wages, health insurance and some form of profit sharing such as broad-
based stock options can save companies millions of dollars annually in avoided recruiting and
hiring costs.

Performance

Generous employee benefits, including some form of employee ownership, can lead to
increased employee motivation and productivity and can directly impact the bottom line. A
study prepared by the United Nations University, summarizing the findings from 50 studies
over 25 years, found that employee ownership is linked to 4% to 5% higher productivity on
average.? In addition, the Watson Wyatt study quoted above compares 750 companies at two
points of time to analyze the correlation between human capital management and shareholder
value and found that those companies that did better financially employed certain programs
(e.g., broad-based stock options) that low performers did not.

Sense of Ownership

Giving employees some form of ownership in a business, coupled with a clear understanding of
how their specific job contributes to the bottom line and a way to make their voice heard can be
a truly winning combination. According to author Jack Stack, employees in this situation “know
they’re part of something bigger than what they do on a day-to-day basis. They belong to
something, and it belongs to them. They have ownership, and it’s a two-way street.”?

WHAT?

“We provide a good place to work with above average wages for the area. People have been able to buy cars
and homes as a result of working here. ” — Bob Joyce, CEO of SJF portfolio company Salvage Direct

! Rutgers University Graduate School of Management and Saratoga Institute study, 2002.

2 Sesil, James, Douglas Kruse, and Joseph Blasi. Sharing Ownership via Employee Stock Ownership. United Nations University
and World Institute for Development Economics Research. July 2001.

% Stack, Jack, and Bo Burlingham. A Stake in the Outcome, Building a Culture of Ownership for the Long-Term Success of your
Business. April 2002, page 4.
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APPENDIX J: Resources for Employees

Resource (web site/publication)

Cost

Comments

Fairmark.com

Free

Information on how stock options work and related
tax issues; message board where questions about
equity compensation can be answered

MyStockOptions.com

Basic service is
free; $99 a year
for premium
service, incl.
more info. and
tools*

Helpful articles on options strategies. Includes
calculators to figure after-tax gains from exercising
stock options. Also allows investors to compare
potential returns from holding onto options or
exercising them.

Smeal.psu.edu/faculty/huddart Free Has tool that compares the value of exercising today
to waiting until later. Uses mathematical model to
indicate whether it makes sense to exercise or wait.

The Stock Options Book (National Center ~ $35 Owerview of stock option plans, including a

for Employee Ownership) definition, issues around implementation, and
tangible/intangible benefits.

Center for Personal Financial Education Free Information on home- and car-buying, saving and

(www.gettingfiscallyfit.org) investing, and other general personal finance issues.

FederalReserveEducation.org Free Information-based web site dedicated to Personal
Financial Education; includes basic information on
consumer banking and protection, the importance of
savings and benefits of compound interest, & other
topics.

Consumer Credit Counseling Service Free Offers in-person, phone, and online budgeting,

(www.cccs.org) money management, and credit counseling.

AmericaSaves.org Free Uses information, advice, and encouragement to
assist those who wish to pay down debt, build an
emergency fund, save for a home, save for an
education, or save for retirement

dallasfed.org/ca/pubs/eta.pdf or Free Explains Electronic Transfer Accounts in English

dallasfed.org/ca/pubs/etaspanish.pdf and Spanish

The Beehive (http://www.thebeehive.org/)  Free Online tool in English and Spanish for learning
about basic money management, savings, taxes, and
investment, along with sections on health, school,
jobs and family.

Citibank Seminar Series Free Seminars about more than 2 dozen financial topics
offered at Citibank retail locations and through
“BankatWork” programs in English and Spanish

“Everything You Always Wanted to Free Workbook designed by CitiFinancial designed to

Know about Credit but Didn’t Ask: help customers understand and effectively use
credit. Call 1-800-995-2274 for a copy.

Free Includes educational material covering credit basics,

USECREDITWISELY.COM

how to create and stick to a budget, and how to work
through difficult financial times.

* Premium service is available free of charge through some employers and financial institutions.
Source: First four resources, Wall Street Journal, February 10, 2004.
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APPENDIX K

The SJF Advisory Services 2003 Mission Impacts Report (Published February 2004) can be found by clicking
on the link above or via SJF’s website. To access the report via the website, visit www.sjfund.com and click

on “About SJF”. A link to the report is located at the bottom of the page in the “Community Impacts”
Section.
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