Thrivent

Rich Gove, MBA, CLTC®, CEPA®
701 Xenia Avenue South

Suite 550

Golden Valley, MN 55416
612-581-9475
rich.gove@thrivent.com
https://connect.thrivent.com/rich-gove

thrivent

Stock Plans: The Employee
Perspective



Stock Plans. The Employee Perspective
What is it?

A stock plan is a form of employee compensation that provides you with either stock or an amount of cash that is based on the
performance of your employer's stock. There are numerous types of stock plans that your employer can offer, including employee
stock ownership plans (ESOPS), restricted stock plans, stock appreciation rights plans, nonqualified stock option plans, and
employee stock purchase plans.

Employee stock ownership plan (ESOP)/stock bonus plan

A stock bonus plan is an employer-sponsored retirement plan similar to a profit-sharing plan that provides you with benefits in the
form of company stock. The most common type of stock bonus plan is the ESOP. An ESOP generally requires your employer to
establish a trust and either contribute shares of company stock or cash contributions to the trust on your behalf. If your employer
makes cash contributions, the trust fiduciary then uses the contributions that accumulate within the trust to purchase your
employer's stock. The trust fiduciary must also set up accounts within the trust for each participating employee. Once the
employee accounts are set up, the trust fiduciary allocates your employer's stock among the various accounts according to a
preestablished formula. As your length of service with your employer increases, you acquire rights (known as vesting) to the
shares within your individual account. Generally, you must be 100 percent vested within a certain time period (usually within seven
years). Once you receive an actual distribution of the shares, you can choose to either hold or sell the stock. If the stock isn't
publicly traded, you have the right to sell your company a specified number of shares before a specified date (also known as a put
option).

Tip: Normally, you must be a full-time employee over the age of 21 in order to participate in an ESOP.

Restricted stock plan

Under a restricted stock plan, your employer transfers shares of his or her company's stock to you, usually at little or no cost,
subject to certain restrictions or limitations. The restrictions will call for the shares of stock to be subject to a risk of forfeiture if you
fail to fulfill the terms of the restricted stock program. As owner of the stock, you have voting and dividend rights. However, you
won't have the right to sell or transfer the shares until the stock becomes unrestricted (substantially vests).

Stock appreciation rights (SARS)

Your employer can provide you with a benefit that is tied in with a company's success without relinquishing stock ownership by
offering you stock appreciation rights (SARs). SARs provide you with compensation (usually paid in cash or stock) that equals the
difference between the value of the stock when your employer grants the SARs and the value of the stock when you exercise the
SARs.

Stock options

A stock option is a written offer from your employer to sell you stock at a specified price within a specific time period. Stock options
can be a valuable form of additional compensation, since they provide you with the benefits of company ownership along with
potential tax benefits. When your employer offers you stock options, those options are typically granted at the stock's fair market
value on the date of the grant. That price is locked in, meaning you have the right to buy the stock at that price (regardless of
fluctuations in the stock's market value) once you become vested in the options. If you become vested in the options and the stock
has appreciated in value from the grant date, you have the opportunity to profit. You can purchase the shares at the lower option
price and then turn around and sell them at the stock's current fair market value.

There are two types of stock options that your employer can offer you: incentive stock options (ISO) and nonqualified stock
options (NQSO), also known as nonstatutory stock options. Unlike an incentive stock option (ISO), which must meet certain IRS
requirements in order to achieve its tax-favored status, a nonqualified stock option (NQSO) is a stock option that either doesn't
meet statutory requirements or specifically states that it's an NQSO.
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Employee stock purchase plan

An employee stock purchase plan allows you to purchase a specific amount of company stock at a specific price (usually at a
discount from the stock's fair market value). Usually, funds are withdrawn from your salary and accumulate in an account from

which you can make the stock purchases.
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The material presented includes information and opinions provided by a party not related to Thrivent. It has
been obtained from sources deemed reliable; but no independent verification has been made, nor is its
accuracy or completeness guaranteed. The opinions expressed may not necessarily represent those of
Thrivent or its affiliates. They are provided solely for information purposes and are not to be construed as
solicitations or offers to buy or sell any products, securities or services. Thrivent and its affiliates accept no
liability for loss or damage of any kind arising from the use of this information. Concepts presented are
intended for educational purposes. This information should not be considered investment advice or a
recommendation of any particular security, strategy, or product. The concepts in this presentation are
intended for educational purposes only. They may not be suitable for your client’s particular situation. The
suitability of any specific product or strategy will be dependent upon your clients’ particular situation.

Hypothetical example is for illustrative purposes. May not be representative of actual results. Past
performance is not necessarily indicative of future results.

Thrivent and its financial advisors and professionals do not provide legal, accounting or tax advice. Consult
your attorney or tax professional.

Thrivent financial advisors and professionals have general knowledge of the Social Security tenets. For
complete details on your situation, contact the Social Security Administration.

Thrivent is the marketing name for Thrivent Financial for Lutherans. Insurance products issued by Thrivent.
Not available in all states. Securities and investment advisory services offered through Thrivent Investment
Management Inc., a registered investment adviser, member FINRA and SIPC, and a subsidiary of Thrivent.
Licensed agent/producer of Thrivent. Registered representative of Thrivent Investment Management, Inc.
Thrivent.com/disclosures.

Insurance products, securities and investment advisory services are provided by appropriately appointed
and licensed financial advisors and professionals. Only individuals who are financial advisors are
credentialed to provide investment advisory services. Visit Thrivent.com or FINRA's Broker Check for more
information about our financial advisors.

A licensed insurance agent/producer may contact you and financial solutions, including insurance may be
solicited.

Certified Financial Planner Board of Standards Inc. (CPF Board) owns the CFP® certification mark (with
plaque design) logo in the United States, which it authorized use of by individuals who successfully complete
CFP Board's initial and ongoing certification requirements. 3172761.4
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