Frequently asked questions about the CPES ESOP:
1. What does ESOP mean?

ESOP stands for Employee Stock Ownership Plan, which is a qualified retirement plan.  That just means the IRS has given us their O.K.

2. How does it impact me?

You have a piece of the company.  In fact, your account balance is directly tied to the company’s performance so the more you do to help the company be successful, the better off you’ll be.
3. What are the eligibility requirements?

Basically you need to be here for 2 years and work at least 1,000 hours in each of those 2 years.  Once you satisfy these requirements you will automatically become a participant.  You don’t need to fill out any forms, it’s all automatic.
4. Why does a person have to wait 2 years before they become a participant?

It’s the nature of our industry that CPES has a high turnover rate.  A large percentage of employees leave before they reach their 2 year anniversary.  The 2 year requirement ensures that only those employees committed to CPES enter and therefore benefit from the plan.

5. When was the plan “frozen” and then “unfrozen?”
The plan was “frozen” on 07/01/05 and “unfrozen” on 01/01/07.

6. How did freezing the plan affect me?
If you were already a participant when the plan was frozen then you were not affected.  If you had not entered the plan yet then it just meant you had to wait a little longer before becoming a participant but please note that you still received credit for the time you’ve been with CPES.  (For example, if you started with CPES on 07/01/05 and worked at least 1,000 hours each year over 2 consecutive 12 month periods then on 07/01/07 you would have satisfied your 2 years and since the plan was unfrozen as of 01/01/07 you would become a participant affective 01/01/07.  You wouldn’t have to wait until 01/01/09 to enter the plan.)
7. How do I get shares?

First of all you have to be a participant, and then as long as you’re an active employee as of December 31st of any given year and there are shares available for allocation (able to be given out), you will get some shares.  It’s very difficult to say how many shares you will get each year because the only shares available are the ones that are bought back from participants that are eligible for distributions in that particular year.  We know it sounds confusing but bottom line is, we can’t tell you how many shares you’ll get each year because…nobody knows until the allocation is actually done.
8. How do I get more shares?

When shares are available for allocation (meaning when there are shares to be given out) there are two ways to get more of them:

· Stay Longer - Shares are allocated (given out) as of December 31st each year, so the longer you stay with CPES the more shares you will receive.

· Increase Your Pay – Shares are allocated based on how much you earned during the year, so if you get promoted or receive an increase then you will get more shares.
9. Where are the shares?  Do we get them?

The physical stock certificates are in safe keeping with our attorney.  Participants do not receive actual stock certificates; instead they get an annual statement reflecting their interest in however many shares they have.

10.  What does the statement look like?

Below is a copy of a statement.  It provides you with a lot of information but the part you’re probably most interested in is “Your total vested account balance as of December 31, 20xx” which is circled on the copy below.  
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11.  How do you know what the value that you own is?

Your vested account balance can be found at the bottom of your annual ESOP Statement (circled on the sample above.)
12. When am I vested and what exactly does that mean?

Most of you that are reading this will be 100% vested as soon as you become a participant in the ESOP.  Vesting tells you what percentage of your account balance is actually yours.  Participants use to have to work 6 years before they were fully (100%) vested.  After 2yrs they were 20% vested then after 3yrs they were 40% vested and so on but the ESOP was changed effective 01/01/07 so that anyone becoming a participant for the first time is now 100% vested right away.
13.  How long will I remain an ESOP participant?

Basically you stay a participant until you’re paid out after your retirement, death, total and permanent disability or other termination of service.

14.  When do I get my statement?  (annual)

The statements go out once a year but there isn’t a set time when they get mailed.  Typically it will be anywhere from July up to October 15th.

15.  What are the shares worth and how is that determined?

As of 12/31/07 they are at $9.00 per share.  The share price is set by the Board of Trustees with the assistance of an independent appraiser.
16.  Is there anything I can do to impact the value of the shares?

Absolutely!  Here are just a few ideas (there are many more):

· Contain costs in your area (i.e., electric bill, gasoline, etc.)

· Maintain your budget

· Don’t waste money resources

· Come up with ideas to do things more efficiently
17.  When do I get my money?

After you leave the company:
· If your vested account balance is more that $5,000 then you may begin taking distributions after you’ve been gone 5 years.  
· Then, depending on your balance, it could take an additional 5 years to pay it out.  
· Please refer to the Summary Plan Description for more information.
· If your vested account balance is $5,000 or less then you’re eligible to take your distribution the year after you leave.
18.  Can I get money out while I’m still working for CPES?

No, the ESOP does not allow participants to cash out while they’re still active employees of CPES (this is sometimes called a “hardship withdrawal”), nor can they take out a loan.  The only exception to this rule is if you qualify for a diversification.
19.  What is diversification?

Diversification allows participants that have been in the plan for 10 years and are at least 55 years of age to take some of their account balance and move it somewhere else.  They can cash it out, roll it over into their 401(k) with CPES or roll it into another qualified plan.  The idea is that it allows qualified participants to diversify their retirement investment and not have 100% of it tied up in CPES stock.  You’ve heard the saying, “it’s not good to have all your eggs in one basket”, well that’s the same idea here.  For more detail on how it works please refer to the SPD.

20.  How does the distribution work if I became disabled, retire or die?

Everything is the same as in question number 9 with the exception that you, or your beneficiary, will not have to wait the 5 years if your balance is greater than $5,000.  You’re eligible the next year.

21.  What is the retirement age?

In order to retire from the ESOP you need to be at least 65 years of age and have worked for CPES for 5 years.
22.  Do I have to pay taxes and if so when?

This is an easy one – YES, it’s just a matter of when.

· If you take your distribution in cash then Federal income taxes (20%) will be deducted up front.  There is also an additional 10% penalty for the cash out if you are under 59 ½ years of age.

· If you roll your distribution into another qualified retirement plan then you will not pay the Federal income tax at the time of the rollover.  You would also not have the 10% penalty.  The only time you would be responsible to pay your Federal income tax on this money is when you cash out your retirement plan.
23.  Can I roll over my distribution into another retirement account?
Yes, in fact it’s encouraged.  If you don’t roll it over then you pay taxes and possible penalties.

24.  Is it tax deferred?

Yes, because it’s a qualified retirement account.

25.  What is a 1099-R?

It’s like a W-2, which tells the government how much you made in a given year.  The 1099-R tells the government how much was paid out to you in distributions from the ESOP in any given year.  The ESOP will send you a 1099-R if you get a distribution.

26.  How does segregation work?

The shares in a terminated participant’s account are exchanged for cash (the shares are then typically allocated to the active employee participants).  That cash is then invested and the participant will take part in any increases or decreases in that investment.  They still receive an annual ESOP statement that reflects the status of the cash in their account.

27.  Employee Retirement Income Security Act of 1964 (ERISA) – What is it and how
 does it affect the ESOP?
ERISA is the law that governs, among other things, retirement plans.  Since the ESOP is a qualified retirement plan it must abide by ERISA.  This is a very complicated law, so for purposes of this Q&A we’ll just say that it requires a lot of manpower to ensure that we stay compliant.

28.  Do the maximum contribution limits affect my rollover?

If you are contributing to an IRA and you are rolling over an ESOP distribution into it the rollover does not affect the normal amount you can contribute to the IRA on an annual basis.

29.  How is the ESOP different from other retirement accounts like an IRA or a 401k?
Here are a few differences:

· You can contribute to the others but you cannot contribute to the ESOP. 

· Except for diversification you do not control the investment options in the ESOP like you can in an IRA or 401(k).
30.  Is there any guarantee my account balance will still be there when I leave?
In a word - No.  The ESOP has no guarantee like your bank account does by the FDIC.  However, because the ESOP is a qualified retirement plan there are many laws like ERISA that put a lot of stipulations, rules, testing etc. in place that we must abide by, and in doing so, try to ensure, as much as possible, that the plan remains viable.

31.  What is the Plan Document?
The Plan Document is the detailed policy manual that contains the official rules of the ESOP.  It has the answers to all of the questions asked here and then some.  Because it’s such a large document we only have it available at the home office but it is available to anyone who wants to see it.
32.  What is a Summary Plan Description (SPD)?
The SPD is an abbreviated version of the Plan Document.  It breaks down a lot of the detailed information from the Plan Document into something easier to understand.  

33.  What is a Trustee/Fiduciary and who are they?
A Trustee, or Fiduciary, is someone that has the personal responsible of looking out for all of the ESOP participants accounts.  They are appointed by the CPES Board of Directors.  Basically they make all the rules and keep all the records for the ESOP.  The current Trustees are:

· Linda Mariano – Managing Director HR/ESOP (ESOP Chairperson)

· Bob Bennetti – Regional Director S.AZ

· Krista Baker – Service Coordinator Phx

· Don Paterson – Regional Director N.AZ

34. Who are the ESOP Informers?
We’re glad you asked.  We are a group of your co-workers that have volunteered our time to serve on the ESOP Communication Committee.  We are the ones that put this document together.  We also plan on being more visible at various meetings within CPES and plan on hosting some functions ourselves in order to get people better informed about the ESOP.
Please feel free to contact any of the ESOP Informers listed below if you did not get your question answered here or if you have any concerns regarding the ESOP.

· Krista Baker – Service Coordinator Phx (Committee Chairperson)

· Robert Clay – Service Coordinator Phx

· Sandra Toney – Service Coordinator Phx

· Brad Waters – Service Coordinator Payson

· Tracey Woods – Service Coordinator Phx

· Susie Zimmerman – HR Support Spec. Bisbee

· Tara Kinney – Supervisor Labelle
· Lesa Chadwick – Training Facilitator Phx

· Jon Stetzel – Compensation/Retirement Manager & ESOP Administrator
ADDITIONAL INFORMATION:

This Frequently Asked Questions (FAQ) document is intended to be an accurate description of the terms of the ESOP.  Please remember, however, that the information here does not take the place of the ESOP Plan Document and Trust Agreement.  In the event of any conflict between this FAQ document and the ESOP Plan Document and Trust Agreement, the provisions of the ESOP Plan Document and Trust Agreement will govern and determine the manner in which the ESOP shall be administered.
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