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WEEDWATCH

Recommended
Dow AgroSciences
solution

Confront® specialty
herbicide”

MATCHWEED

Lippia nodiflora

IDENTIFICATION TIPS

» This mat-forming peren-
nial is commonly found
south of the transition zone
and along coastal areas.

> Opposite leaves with
small teeth at the outer tip
grow on hairy branching
stems. Its stem is angular
and rigid when rolled
between the fingers.

» Purple to white flowers
emerge around the tip

of a brown seed stalk,
forming a “match head”
appearance.

> Matchweed spreads by
seeds and stolons along
prostrate stems.

STANDING SENTINEL TO PROTECT PLANT HEALTH

CONTROLTIPS

> For optimum control,
use a selective postemer-
gent herbicide containing
triclopyr and clopyralid
when matchweed is in
the four leaf to flower
stage of growth.

» Maintain a healthy lawn
by fertilizing and mowing
at the proper height and
frequency. Healthy grass
can outcompete match-
weed for light, water and
nutrients to reduce the
population.

> Matchweed prefers low,
moist areas. Improve aera-
tion to prevent infestations.

Recommended
Dow AgroSciences
solution

LockUp® specialty
herbicide”

W ) U N

Arctium minus

IDENTIFICATION TIPS

> Also known as wild
rhubarb, this biennial weed
reproduces by seed.

> Seedlings emerge in early
spring. The light-green,
fleshy leaves are oval and
slightly notched at the tips.

> In the second year, plants
emerge from the root and
can grow as tall as 10 feet.

> Adult leaves are triangular
and coarsely veined. The
upper surface is green and
covered with stiff, straight
hairs. The lower surface is
whitish and woolly.

> A branched flower stalk

COMNMON BURDOCK

O/

emerges from the center
of the rosette. A corolla
of rose-purple flowers
covered in slender-hooked
bracts form at the top of
the stalks in late spring to
mid-summer.

CONTROLTIPS

> Postemergent herbicides
containing penoxsulam

are most effective when
applied in the first year
during the rosette stage.

» Hand-pulling or dig-
ging can be an effective
control method for small
infestations if conducted
prior to seed production.

@Trademark of The Dow Chemical Company (“Dow”) or an affiliated company of Dow. Confront is not for sale or use in Nassau and Suffolk counties, New York. Other state restrictions on the
sale and use of Confront apply. Consult the label before purchase or use for full details. State restrictions on the sale and use of LockUp apply. Consult the labels of products containing LockUp
before purchase or use for full details. Always read and follow label directions.

For more information regarding these and other turf weeds — and related control technologies and tips — please visit www.DowProveslt.com or call 800/255-3726.

BROUGHT TO YOU BY
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Defendor

CALLBACKS DAMAGE RELATIONSHIPS.

Callbacks are more than an inconvenience; they’re costly and can destroy your business. Fifty percent*
of customers who call to complain about dandelions will eventually end up canceling your service.
Defendor™ specialty herbicide helps reduce callbacks by providing early season control of
dandelions, clover and other winter annual and perennial weeds. For proven crabgrass and
broadleaf weed control, apply Defendor when you make your first applications of Dimension® 2EW
specialty herbicide. So spend time building relationships and keep the honeymoon with your
customers alive. To learn more, visit www.DowProveslt.com.

@ Dow AgroSciences Solutions for the Growing World

*Jefferson Davis Consumer Research 2012. ®™Trademark of The Dow Chemical Company (“Dow”) or an affiliated company of Dow Scar] this CO(_je for
State restrictions on the sale and use of Defendor and Dimension 2EW apply. Consult the label before purchase or use for full details. more information at
Always read and follow label directions. T38-337-012 (01/13) BR 010-60828 DATOTURF2068 www.DowProvesl|t.com.




Ownership

RIDE

Many Green Industry business owners
overlook the employee stock ownership
plan as an exit strategy. Yet some
executives look past the ESOP’s intricacies
for the benefit of their employees, legacies.

BY SARAH PFLEDDERER

AGEMENT.NET | APRIL 2014

Larry Ryan accepts he has an
expiration date.

The realistic president of Ryan Lawn
& Tree knows he’s going to die at some
point, as everyone will, and then he’ll no
longer have a hand in the $26 million
company he founded in Overland Park,
Kan., 27 years ago.

But he’s found a silver lining to that
fact for the company and its 205 employ-
ees. It lies in an employee stock ownership
plan (ESOP), creating promise for Ryan
Lawn & Tree to have an eternal life.

An ESOP introduces a cyclical trans-
fer of ownership in a company whereby
sole proprietors, like Ryan, sell their
entire shares of a company to employees
leading up to their exit from it. Employ-
ees, or “employee-owners,” then hold a
piece of the pie, so to speak, usually until
their own retirements, when they also
are required to sell back their shares to
the company. Hence, the company is
fully and always employee-owned.

"That perpetuity sways a slice of Green
Industry business owners to favor the
ESOP over other exit strategies. But the
greater part of the industry overlooks it
as an option, financial consultants concur,
due to the complexity and costliness of
starting and maintaining one.

“There are many situations where it
is clearly the most feasible exit strat-
egy, but many business owners have
the preconception they don’t have any
money and couldn’t make it work,” says
Ron Edmonds, principal consultant for
The Principium Group. “As the story
gets told and people understand them,
there’s a compelling reason for more
businesses to consider it.”

Understanding it
The ESOP has been around as a viable
exit plan since 1974, when Congress
passed the Employee Retirement Income
Security Act, allowing the ESOP to be
managed as a qualified retirement plan
under the Internal Revenue Service (IRS).
Only S and C corporations are
eligible for an ESOP, and companies
first must undergo a feasibility analysis,
usually by an investment banking firm
or ESOP consulting firm, to determine

ILLUSTRATION: ISTOCK INTERNATIONAL INC.
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whether they’re financially qualified
to do so. That analysis and the time of
attorneys and consultants make up part
of the startup costs of an ESOP. For
some perspective, David DuBois, presi-
dent of Mission Landscape in Irvine,
Calif., says it cost $25,000 to start his
company’s ESOP in 2005.

"To ensure a company is financially able
to cover the costs, consultants say the rule

ESOP COMPANIES ARE
25 percent
more likely 10
STAY IN BUSINESS VERSUS
NON-ESOP COMPANIES.

SOURCE: NATIONAL CENTER FOR EMPLOYEE OWNERSHIP

of thumb is for a company to be valued
between $5 million to $10 million when it
starts an ESOP, but there are exceptions.
Ryan Lawn & Tree, for example, was $2.5
million when it began its ESOP in 1998.

The ESOP is funded through the
creation of an ESOP trust, essentially a
piggybank filled with contributions from
the company and emptied for employee-
owners upon their retirements. And
because an ESOP is a qualified retirement
plan, tax deductions may be applied to
money contributed to and taken from
an ESOP trust, like when a company
matches contributions to a 401(k).

It’s acceptable and common to
fund an ESOP trust through a loan. In
this case, which is called a leveraged
ESOP, the company takes a loan from

a bank to then lend to
the ESOP trust, mak-
ing funds immediately
available to the proprietor
selling shares.

With an unleveraged ESOP,
when a company does not take out a
bank loan to fund the trust, the pro-
prietor typically receives a promissory
note—sort of an “I owe you” from the
company—for his or her shares.

Regardless of the form of ESOP, the
business stll must generate contributions
for the ESOP trust. These contributions
generally are made annually, which is
why profitable, mature companies are apt
candidates for the ESOP.

Employees who have been with a
company for one year are automati-
cally enrolled in the plan, meaning
they own shares in the company—
often the percent of shares they own
is directly related to the percent of
payroll they hold.

“Unlike a 401(k) or some other plans
where the employee has to put in some
of their own money, there is no require-
ment in an ESOP that the employee
has to contribute anything,” says Brian
Corbett, managing parter of CCG
Advisors. “It’s truly a free benefit.”

After a vesting period, which may
be three to six years, employee-owners
may cash in on their shares by retiring
or leaving the company. Some compa-
nies, however, allow employee-owners
to receive dividends during their
participation in the ESOP.

Companies are required to have a
formal business evaluation every year
to guarantee shares are allocated fairly

Larry Ryan

and to IRS standards.
That evaluation, along
with contributions to
the ESOP trust, pay-
ments to the trust trustee
and the money to be paid to
employee-owners when they exit make
up some of the annual expenses to
maintain an ESOP.
Ryan Lawn & Tree pays about
$5,000 every year just for its evaluation.
“The downside in an ESOP is when
the employees start owning most of it
and you start having employee turn-
over, which you always will,” Ryan says.
“It becomes very expensive because you
have to continually pay them off. It’s
like paying off the partner every time

someone leaves.”

4 DEFINING TAX
BENEFITS OF THE ESOP

Under section 1042 of the Internal

Revenue Code, if at least 30 percent of a
C corporation is ESOP owned the company
may defer paying capital gains taxes on the
sales proceeds.

In a leveraged ESOP a company can

repay the principal of the bank loan
using pre-tax dollars.

A company may deduct dividends it pays

on ESQP stock, so long as those dividends
are either passed through to the employees or
the ESOP uses them to make principal or inter-
est payments on the loan from the company.

An S corporation that is 100 percent ESOP

owned is not subject to federal income tax.

Visit LandscapeManagement.net for
more detailed descriptions of these benefits.
SOURCE: KELLY FINNELL

Ryan Lawn &Tree began its ESOP in 1998.
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Then again, writing those checks
brings the value of an ESOP full circle

for Ryan and other original proprietors.

A safety net for employees
“When you actually give up the control
and interest of the company, it’s kind

of humbling,” Ryan says. A year from
now, he will write a check upward of
$200,000 to a 25-year employee-owner
who recently retired from Ryan Lawn
& Tree. (There are parameters in the
ESOP that allow companies to pay
employee-owners over certain amounts
of time, generally beginning within one
year of their exit and stretched as long
as a five years.)

“When I 'sign that check I will smile
and say, ‘After all the things you did for
me, I am so privileged I get to do some-
thing back for you,” Ryan says.

Beyond financial feasibility, it’s
that employee-centered mindset that
attracts some proprietors to the ESOP

EMPLOYEE OWNERS
WERE four times
less likely 108t
LAID OFF DURING THE
RECENT RECESSION.

SOURCE: NATIONAL CENTER FOR EMPLOYEE OWNERSHIP

more than other exit strategies, says
Kelly Finnell, president of Executive
Financial, an ESOP consulting firm.

Finnell, author of The ESOP Coach,
says the original owner of an ESOP
company generally is a baby boomer
(ages 46 to 64) who has retirement
in the back of his or her mind. Most
ESOP candidates want liquidity, are
motivated by tax saving and care about
employees, he says.

“A lot of these business owners are
thinking of liquidity strategies,” Finnell
says. “How do they cash in on their life’s

0 FOR A JOYRIDE.
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ROVER

The Rover Series of spreaders and the Pathfinder Series of spreader/
sprayers are commercial grade machines that will increase your
productivity and decrease your downtime. No other machines feature
the simplicity of operation and durablility of construction as
Ground Logic spreading equipment. Contact us today to learn more.

877.423.4340 = groundlogicinc.com

GROUMND LLoGice
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Michael Hatcher

work? An ESOP gives them a tax-effective
strategy for having that liquidity.”

They’re also highly proud and confi-
dent of their business, he adds.

“This is like sending a kid off to
college,” Finnell says. “You're glad
you’ve gotten to this point, but still
there’s some anxiety involved in sepa-
rating from something you’ve spent
your life building.”

Michael Hatcher, for instance,
says he’s been “coaching” his way out
of Mempbhis, Tenn.-based Michael
Hatcher & Associates since it began
an ESOP in 2008, when it had been in
business about 20 years and was $10
million in annual revenue.

continued on page 18

ESOP TERMS TO KNOW

LEVERAGED ESOP: An ESOP whereby
the company obtains a loan to then lend
to the ESOP trust.

UNLEVERAGED ESOP: An ESOP that
utilizes its own profits to fund an ESOP
trust, not a loan.

SHARE: A portion of ownership in a
company, which, in an ESOP, generally is
relative to the percent of payroll held.
ESOPTRUST: The account, which the
company contributes to, that holds the
money for the ESOP to pay employees
for their shares.

VESTING: When, based on tenure of
employment, employees acquire an
increasing right to their shares.

PHOTO: MICHAEL HATCHER



See the full drainage product lineup at
www.rainbird.com/drainage.

Capturing every last drop of revenue.

That’s intelligent.

Add Rain Bird® dra'inage to your installations, _
and get more profit from every job. //I“l\\\\

« Built to Last:
Tested to meet Rain Bird's high quality standards.

Pt

« Retrofit to Competitive Models:
Compatible with competitive drainage components.

» Bigger Rewards Rebate:
Drainage purchases count toward Rain Bird® Rewards rebates.




QuickSilver

HERBICIDE

FMC

FMC Prolessional Solutions

Add QuickSilver® herbicide to your
broadleaf weed tank mix for:

«Results within 24-48 hours and
reduced callbacks

-Enhanced control of over 35
broadleaf weeds

-High performance at low use rates

To learn more,
visit www.fmcprosolutions.com

- p +MC
FMCTurf  @FMCturf
Always read and follow label directions. FMC and QuickSilver
are trademarks of FMC Corporation. ©2014 FMC Corporation.
All rights reserved.

OWNERSHIP PRIDE

continued from page 16

“You have a different mindset in the
way the business is run and managed
because for it to become successful you
have to train (employees) to run it as if
you were not here,” says the president of
the firm. “That takes a stable and moti-
vated management team. You've got to
have good operating systems that create
accountability.”

Hatcher now owns 75 percent of
the company, which is made up of 92
employee-owners and does $8 million
in annual revenue—he attributes the
revenue dip to a change in service focuses
from design/build to maintenance, not to
the ESOP. The option of an ESOP came
on his radar about a decade ago, when, at
$6 million in annual revenue, he started
researching exit strategies. With his team
top of mind, he saw the value
in the ESOP.

“We were working close
to right about 100 employ-
ees, so I felt obligated to
create some sort of safety
net or continuation plan for
that 100 people,” he says.

DuBois recalls Mission
Landscape being around $11
million when it started an
ESOP in 2005, the same year
his father, Wayne DuBois,
retired from the company

GREEN INDUSTRY ESOPS

The Davey Tree Expert Co.” $714 million
DLC Resources $19 million
Lewis Tree Service” N/A
Michael Hatcher & Associates $8 million
Mission Landscape $31 million
Gardeners' Guild $10 million
The Greenery $38 million
Ryan Lawn & Tree $26 million
Webb Landscape $10 million
Wright Service Corp.” N/A
Greater Texas Landscapes $14 million
Sunflower Landscaping N/A

& Maintenance

*Listed as a top 100 employee-owned company by the National Center for Employee Ownership.

that he founded in 1970.
The leveraged ESOP, he
says, was put in place

to be a retirement plan
for his father and a
safety net for employ-
ees, including him.

The younger DuBois
now owns 40 percent of
the $31 million company,
made up of 560 people. He
adds he didn’t alter his leadership style
much to fit the making of the ESOP.

DuBois always has supervised
through incentivizing rather than
“holding the whip,” he says, and believes
there’s a greater strength in a team
versus a single leader.

“If you geta team of people to pull
together with a common goal and common

\,,, N EE

David DuBois

Pase 010 .mcm

Mission Landscape holds
an annual ESOP night.
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interest, that’s way stronger than one per-
son can do,” DuBois says. “If you get that
embedded in the culture of your company,
its a competitive advantage.”

Accountability, legacy secured
Mark Palmer is an exemplary
employee-owner from an ESOP com-
pany. The nursery division director has
been with Bellevue, Idaho-based Webb
Landscape for 25 years, including the
time frame the company transitioned to
an ESOP in 2001.

rd 5
Webb Landscapesstarted S
its ESOP in 2001.

since sold all of his shares to the com-
pany, making it 100 percent employee-
owned. Palmer now owns 3.5 percent.

From an employee-owner view-
point, he says one of the largest
adjustments with the ESOP is the
owner-level accountability he and his
colleagues now have for their job per-
formance. Yet, that also creates a pride
of ownership, he says.

“It kind of gives you that American
dream of owning something,” Palmer
says. “The people who
see that opportunity
really step up to the
plate to impact the
business’s profitability,
(which) impacts their
share value.”

Mission Landscape
makes a point to instill

employee-owners.

"The original owner, Doug Webb, has

this understanding in its

The company
publishes an
ESOP newslet-
ter to inform
employee-owners
on the workings of
the ESOP. It also memo-
rializes when stock certifi-
cates are bestowed to employee-owners
every year after its business evaluation
and when dividends are distributed. Plus,
itholds an annual “ESOP night” to act as
an education forum on and celebration
of the ESOP for employee-owners and
their families.

EMPLOYEES AT ESOP
COMPANIES HAVE 2.5

times greater
RETIREMENT ACCOUNTS.

SOURCE: NATIONAL CENTER FOR EMPLOYEE OWNERSHIP

Mark Palmer

BERMUDAGRASS
THAT WORKS AS
HARD AS YOU DO

PRINCESS-77

Certified Hybrid (Rermudagrass

armuda

Triangle.

Drought tolerant and reliable in high traffic areas,
Princess®77 and Bermuda Triangle® seed are perfect for
seeding and renovating quality lawns and sports fields.

With improved turf density and dark green color, these
top performing turfs are favorites among landscape and
sports turf professionals alike.

To learn more about our selection of
professional turfgrass products:

CALL 1.800.588.0512

EMALIL proturfsolutions@penningtonseed.com

PENNINGT

Pennington is a trusted manufacturer and distributor of grass seed since 1945
pennington.com
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OWNERSHIP PRIDE

“The drawback and the hardest chal-
lenge is educating the (employee) owner-
ship, the people who have never owned a
company who don’t understand what they
have or are getting,” DuBois says. He adds
the message to relay is: “We’re all partners,
so every day you, I, everybody around you
is adding value or subtracting value. If
someone else is doing a good job, they’re
helping you because it raises a bar.”

Once that culture is developed and the
value of an ESOP is instilled in employee-

EMPLOYEES AT
EMPLOYEE-OWNED
COMPANIES EARN

5 percent to

12 percent
more IN WAGES.

SOURCE: NATIONAL CENTER FOR EMPLOYEE OWNERSHIP

owners, proprietors say retention rises
and recruitment becomes easier.

DuBois and Ryan, for example, tout
their companies’ ESOP status when
they recruit, although DuBois admits
middle-age prospects latch on more
than the younger job candidates.

Being an ESOP has proven to be
a selling point in acquisitions, too, for
Ryan Lawn & Tree.

In February the company acquired
Simply Green Lawn Sprinklers, and Ryan
says it has another deal in the works.

The turning point for sellers, Ryan
says, is they appreciate their employees
can become owners of a company
rather than acquired assets.

“We say we're the ‘opportunity busi-
ness,” Ryan says. “We want people to
feel by being here, we’re committed to
their success.”

By the numbers, the company is
offering opportunity and is shaping up to
Ryan’s philosophy, thanks to its ESOP.

WEB EXTRAS

% A sample ESOP newsletter from
Mission Landscape

» An excerpt from Kelly Finnell's
book, The ESOP Coach

% An example ESOP feasibility
analysis from CCG Advisors

» Aroster of experts to assemble to
create an ESOP, according to Finnell

His ownership has dwindled to 10
percent, and the company is on track to
reach $100 million by 2030, when he’ll
be 80 years old.

Though he’s optimistic about stick-
ing around to see himself and his 200-
some partners reach the milestone, for
Ryan, it’s similarly satisfying to know
his legacy is secure.

“I’'m not trying to exit the company,
but the other side of it is I'm not try-
ing to hog the ownership,” he says. “If
something would happen to me, the
employees would win in this deal.” tm
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Solu-Cal

Start Right.

Solu-Cal
FERTILIZER

STARTER 0%
FERTILIZER

6-12-6 with 22% Ca

-

- Savestime &money. 8
PROVIDES SOLUBLE CALCIUM FOR

A
New & Improved Rates for Turf,
Flowerbeds, Trees & Shrubs

Apply SOLU-CAL + STARTER for robust seedling development,
increased turf vigor, and reduced weed pressure.

ONE PASS, TWO APPLICATIONS
www.Solu-Cal.com - 774.678.0288

Solu-Cal products contain pHiCa‘)@'"}f‘ﬁB’iﬁﬁﬁ
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