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What are share incentives?

The shift towards International Remote Working and
increased global mobility presents plenty of benefits for
both the professional and personal lives of employees.

However, there are many complexities that employers must be aware of. We share the role of
corporate share incentives and how to use them for employees working internationally.

Why share incentives?

Equity awards can be an important part of employee pay. For employers, they are a useful tool to
attract, motivate and retain staff. By giving employees a stake in the company, share awards align
their interests with those of shareholders, encouraging them to help grow the business or work
towards a sale or flotation. When the upside of awards depends on continued employment, they
can also help retain key people.

There are many other reasons to introduce a share plan, for example:

SMEs with limited cash may use equity instead of cash bonuses
Private equity investors often require senior management to hold shares

Some companies goverened by financial regulators are required to pay part of variable
remuneration in shares or similar securities

For many businesses, equity is simply expected as part of a balanced pay package.

Security laws

When International Remote Working is involved, employers will need to comply with applicable
securities laws when considering share awards in the Host Country.

Such rules may not only impose requirements before awards can be made but also how they may
be communicated to employees and the content of such communications.

- www.abbisscadres.com - + 44 (0) 203 051 5711 - info@abbisscadres.com



https://abbisscadres.com/
mailto:info%40abbisscadres.com?subject=
https://abbisscadres.com/

dbbisr Cadres

> EXPERT INSIGHTS

What are share incentives?

Tax and social security

All or part of the employment income realised from share awards granted in the Home
Country may be taxable and/or subject to withholding in the Host Country, dependent on
how it apportions taxable income from the date of grant of the Award during the employee’s
tax residency.

Examples of apportionments include taxing periods of:
Residence
Work between grant and vesting

Work between grant and exercise of share award

Many OECD (Organisation for Economic Cooperation and Development) nations follow OECD
guidance contained in the Commentary on the Articles of the Model Tax Convention and
distribute taxable income according to residency during the period between the award’s grant
and its vesting.

It's crucial to note that the income tax (and possibly capital gains tax and
social security) liability may arise in both the Home and Host Countries on
chargeable events after the employee has left either country.

It the event occurs before the employee has returned to the Home Country, that country may
recognise the Host Country’s taxing rights and exclude those from withholding, or it may be
necessary for double taxation to be eradicated by submitting tax returns in both countries.

Employers may need to align income tax and capital gains tax position across both jurisdictions.
In this instance, please seek specialist advice.

Tax planning opportunities include triggering earlier income tax charges relating to chargeable
events, designing share plans to align with tax schemes in the Host Country, etc.
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Please note that local laws should always be checked when considering local compliance issues,
including issues around permanent establishment risk and corporate residence issues.

Contact us if you have any questions or concerns about your share incentive programme or want
advice on how to minimise your company’s tax and compliance risk associated with international
remote working or global mobility more generally then.

Discover our International x> ;
Remote Working guides - ~~ 7 At
where you can find ~ g
important details of other

key aspects of International

Remote Working in our

country-specific guides.

Disclaimer

Content is for general information purposes only. The information provided is not infended to be comprehensive and it does not
constitute or contain legal or other advice. If you require assistance in relation to any issue, please seek specific advice relevant
to your particular circumstances. In particular, no responsibility shall be accepted by the authors or by Abbiss Cadres LLP or the
CELIA Alliance for any losses occasioned by reliance on any content appearing on or accessible from this content.

Regulatory identification

The CELIA Alliance website and related newsletters are administered and published by Abbiss Cadres LLP. Abbiss Cadres is
the trading name of Abbiss Cadres LLP, a limited liability partnership registered in England, authorised and regulated by the
Solicitors Regulation Authority. The Firm’s SRA ID is 571596, We use the word “Partner” to refer to a member of the LLP.

A list of the members of the LLP is available at our registered office: 4th Floor (South), 14 Austin Friars, London, EC2N 2HE.
Registered Number: OC339497
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