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Administrative Considerations
Regulation and Oversight: For many small to mid-sized companies, 
increased regulation and government oversight are to be expected. 
ESOPs are subject to federal ERISA regulations which are governed 
by the Department of Labor (DOL). This oversight requires increased 
reporting and regulatory compliance. Audits and investigations are 
also not uncommon.

Annual Cost: Like any qualified retirement plan, an ESOP requires 
ongoing administration. Given the nuances of an ESOP, experienced 
ESOP advisors are necessary to maintain and administer the ESOP 
on an ongoing basis. The advisory team includes a trustee, a 
third-party administrator, and a valuation firm. These annual 
administrative costs generally range from $30,000 to $50,000.

Financial Statement Quality: If a company’s financial statements 
have inconsistencies in reporting or do not comply with GAAP, a CPA 
that can prepare high-quality statements and also has a solid 
understanding of ESOP accounting may need to be hired.

These considerations can help inform you about ESOP expectations 
and potential roadblocks before investing time and money into the 
process, but some major benefits can offset these costs and 
considerations. Business owners who understand the value of 
ownership may find an ESOP to be a successful and effective way to 
preserve the legacy and independence of the company. If legacy is 
more important than receiving the highest dollar possible out of the 
company, an ESOP is worth exploring further. The biggest cost 
benefit comes from a 100% ESOP owned S-corporation that pays NO 
federal income taxes!

Contact one of our ESOP experts today to learn more.
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