ESOP Quiz

Want to gauge how well your employee-owners understand
the ESOP and how it works?

The ESOP Quiz is a new product being offered by the NCEO. The quiz covers a number of ESOP-related issues, testing employees'
understanding of how the ESOP works. The company receives a report of how employees performed, including any demographic data.
In addition, you receive an easy-to-use guide for employees, offered as both a PDF and a PowerPoint. The guide displays the overall
results, and provides explanations for each of the possible answer choices. The ESOP Quiz is currently being offered at the introductory

price of $200.

The topics in the ESOP Quiz are:
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The definition of an ESOP

How vesting works

Eligibility requirements

Information included on account statements
Factors that affect valuation

How an account balance increases or decreases
Voting rights of ESOP participants

How employees are taxed

Distribution rules

Diversification rules

Question 2:

When an employee leaves before his or her ESOP account fully vests:

Correct Answer:

/ln general, the employee
receives only the part of the
account balance that has
vested, if any:

Generally, when an employee
leaves the company before
fully vesting in his/her ESOP
account, the employee forfeits
the percentage of the account
that has not vested. However,
there is an exception. ESOP
participants become 100%
vested when they reach normal
retirement age, regardless of
their tenure with the company.
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correct answer. incorrect answer.

In general, the employee receives
the entire account balance if the
termination was involuntary
An employee who leaves before his
account vests does not receive the
entire account balance. Also, whether a
termination is voluntary or involuntary
has no bearing on vesting.

x In general, the employee receives
entire account balance regardless
of the type of termination, but pays
a higher tax rate

Again, the employee would not receive
the entire account balance. Also, tax
rates are not related to vesting.

Vesting stops when an employee leaves
the company. Employees do not
continue to vest after termination.

For more information about “Know your ESOP!” or other NCEO products and services, contact Ca Kerr at ckerr@nceo.org or 510-208-1310.

For more information, contact Camille Kerr at ckerr@nceo.org or 510-208-1310.



