
Memphis Commercial Appeal - 02/14/2020 Page : A07

(c) Memphis Commercial Appeal
February 14, 2020 10:22 am (GMT +6:00) Powered by TECNAVIA

Copy Reduced to 64% from original to fit letter page

The Commercial Appeal ❚ FRIDAY, FEBRUARY 14, 2020 ❚ 7A

Business

A Memphis logistics provider is now
100% employee-owned, completing a
transition that first saw some “too good
to be true” skepticism in 2013.

Cornerstone Systems provides vari-
ous logistics services, including truck
brokerage, domestic transportation of
U.S. imports and exports, and ware-
housing. It also offers insulated rail car
transport popular among Napa Valley
wine industry players.

“Those niches fit us extremely well,”
President and CEO Tim Clay said.

What sets Cornerstone apart from
its competition, at least for employee
recruitment, is its employee stock
ownership plan (ESOP), said Chief Fi-
nancial Officer and Chief Operating Of-
ficer Pat Nieman.

The ESOP gives Cornerstone’s em-
ployees ownership interest in the com-
pany. They gain shares throughout
their employment and receive the
benefits after departing, giving them
financial security in retirement, Clay
said.

The plan helps Cornerstone by moti-
vating employees and giving them
more reason to stay on with the compa-
ny, Clay said. Since the ESOP is tied
into the company’s stock value, em-
ployees benefit more the better the
company performs.

“We looked at it and said, ‘You know,
this seems like a win-win,’ ” said Clay,
who had been exposed to the ESOP
idea at a previous career stop. “It will
benefit the company, it will benefit em-
ployees into retirement and create
more alignment.”

Cornerstone’s ESOP plan is one of
6,600 in the country covering more
than 14 million employees, according to
the National Center for Employee
Ownership. ESOPs are generally used
to establish a market for a departing
owner’s shares, create a supplemental
employee benefit plan or “borrow mon-
ey in a tax-favored manner,” the center
says.

Cornerstone has 190 employees, 100
of whom work in Memphis, Nieman

said. Its employees service customers
who have specific needs and want a
high level of care, as opposed to those
who want low price tags and are fine
with a wide delivery time frame, Clay 

“We’re after customers reliant on us
to pick up a product on time, monitor it
while in transit, expect us to solve
problems and except us to deliver it
within a certain window,” he said.

Cornerstone became an ESOP in
2013, when founder and Chairman Rick
Rodell sold 49% of his shares to the
new plan. A feasibility study by Mem-
phis firm Executive Financial Services
at the time found Cornerstone was “a
great candidate” to become an ESOP
company, Clay said.

Among employees, there was initia-
lly both a buzz and speculation the
ESOP was “too good to be true,” accord-
ing to Clay. Each year, more employees
warmed up to the ESOP as they began
to fully understand the plan, he said.

At the end of 2019, Rodell sold his
last 51% to the ESOP, making Corner-
stone a 100% employee-owned compa-
ny. Rodell said in a statement the ESOP
allowed him to reward employees, in-

cluding those who have worked with
him for decades.

“Let’s face it, our employees are the
ones our customers deal with,” Rodell
said. “I and Senior Staff may get inter-
viewed, have our pictures taken and
make a splash in the local papers, but
our employees are the reason we get
the press.”

Every year, Cornerstone contributes
to the ESOP and a certain number of
company shares are released. These
shares are allocated to employees
based on compensation, Nieman said.

Clay said an ESOP is best suited for a
company with “servant leader” execu-
tives that can get the best out of their
employees.

“My desire is, once we’re gone, to
pass (the ESOP) off to a new generation
of leaders so the company continues
on,” he said.

Max Garland covers FedEx, logistics
and health care for The Commercial
Appeal. Reach him at max.gar-
land@commercialappeal.com or 901-
529-2651 and on Twitter
@MaxGarlandTypes.

Cornerstone Systems’ senior staff includes, back row from left: CFO/COO Pat Nieman, President/CEO Tim Clay and
Senior VP of Sales Guy Wallace. On the front row are Senior VP of Marketing Ron MacDonald, left, and founder and
Chairman Rick Rodell. PHOTOS COURTESY OF CORNERSTONE SYSTEMS
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Mike Murphy watches Sam Hong work in Cornerstone Systems’ Intermodal
Operations Department in Memphis. Both are intermodal account coordinators
for the third-party logistics provider.

The publisher of the Miami Herald,
The Kansas City Star and dozens of oth-
er newspapers across the country has
filed for bankruptcy protection.

The newspaper industry has been
devastated by changing technology that
has sent the vast majority of people on-
line in search of news. While McClatchy
and others have pushed digital opera-
tions aggressively, advertising dollars
have continued to flow toward internet
giants like Facebook and Google. 

McClatchy Co.’s 30 newsrooms, in-
cluding The Charlotte Observer, The
News & Observer in Raleigh, and The
Star-Telegram in Fort Worth, will con-
tinue to operate as usual as the publish-
er reorganizes under Chapter 11 bank-
ruptcy protection. 

The publisher’s origins date to 1857
when it first began publishing a four-
page paper in Sacramento, California,
following the California Gold Rush. That
paper became The Sacramento Bee. 

McClatchy has received $50 million
in financing from Encina Business
Credit that will enable it to maintain
current operations for the company,
which is still based in Sacramento.

“When local media suffers in the face
of industry challenges, communities
suffer: Polarization grows, civic connec-
tions fray, and borrowing costs rise for
local governments,” said CEO Craig For-
man. “We are moving with speed and fo-
cus to benefit all our stakeholders and
our communities.”

McClatchy expects fourth-quarter
revenues of $183.9 million, down 14%
from a year earlier. Its 2019 revenue is
anticipated to be down 12.1% from the
previous year. That would mean that the
publisher’s revenue will have slid for six
consecutive years. 

The company expects to pull its list-
ing from the New York Stock Exchange
and go private. 

McClatchy filed for bankruptcy pro-
tection in the U.S. Bankruptcy Court for
the Southern District of New York. Its
restructuring plan needs approval from
its secured lenders, bondholders and
the Pension Benefit Guaranty Corp.

McClatchy has suffered as readers
give up traditional subscriptions and
get news online; and, like other publish-
ers, it has tried to follow them there. 

Digital-only subscriptions have in-
creased by almost 50% year over year,
McClatchy said. The company has more
than 200,000 digital-only subscribers
and over 500,000 paid digital customer
relationships.

Yet the migration to digital publica-
tions has not offset the loss of advertis-
ers that once relied on newspapers. 

The estimated total U.S. daily news-
paper circulation including both print
and digital in 2018 fell 8% from the prior
year to 28.6 million for weekday, ac-
cording to the Pew Research Center for
Journalism and Media.

Last year, New York Times executive
editor Dean Baquet bleakly predicted
the demise of “most local newspapers in
America” within five years, except for
ones bought by billionaires. The Wash-
ington Post and Los Angeles Times,
both national publications, are thriving
after being bought by billionaires. The
Boston Globe, Minneapolis Star-Tri-
bune and Las Vegas Review-Journal are
among other major American newspa-
pers that appear to have steadied them-
selves after being sold to local wealthy
individuals.
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Retirement savers are reaping the
benefits of the stock market’s record
run. 

The number of investors with at least
$1 million in their 401(k) accounts rose
to an all-time high of 233,000 in the fi-
nal three months of last year, according

to Fidelity Investments’ quarterly
analysis of retirement saving trends for
its holders of 401(k) or IRA accounts.

The number of IRA millionaires also
rose to a record 208,000 in the period.

The increases reflect some of the
stock market’s strong gains at the end of
2019. The Dow Jones Industrial Average
rose 6.7%, including dividends, during
the fourth quarter, while the Standard &

Poor’s 500 index climbed 9.1%.
Average account balances also set

records.
The average 401(k) account balance

reached $112,300 at the end of the fourth
quarter. 

The percentage of investors contrib-
uting to their IRAs rose, led by millenni-
als.

Younger adults in that demographic

contributed $373 million to IRAs in the
fourth quarter, a 46% jump from a year
ago, with 73% of their contributions go-
ing into Roth IRAs.

The number of IRA accounts with a
contribution rose 7% from a year ago,
with the percentage of millennials con-
tributing to an IRA rising 21% in that
span.

Number of 401(k), IRA millionaires hits record high
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