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Subject of this 
consultation: 

Recommendations made by the Office of Tax Simplification 
(OTS) in its report on tax advantaged employee share schemes, 
which was published on 6 March 2012.  

Scope of this 
consultation: 

The Government is consulting on 15 of the OTS’s 
recommendations. In some cases, the Government accepts the 
recommendation and is seeking views and evidence to inform the 
development of detailed proposals (Chapter 2). In others, the 
Government would welcome views and evidence on potential 
costs and benefits of the proposed changes before deciding how 
to proceed (Chapter 3). New economic evidence on the impact of 
the Company Share Option Plan may also be submitted during 
this consultation (Chapter 4). The Government is not consulting 
at this time on the OTS’s recommendations specified in Chapter 
5. However, views are welcome on an alternative proposal on 
‘good leavers’ set out in that Chapter. 

Who should  
read this: 

Employers and employees eligible to use any of the tax 
advantaged employee share schemes, their advisers and 
representatives, and payroll and share scheme administrators. 

Duration: 27 June – 18 September 2012. 

Lead official: Andrew Ellis, HM Revenue and Customs. 

How to respond 
or enquire about 
this 
consultation: 

Responses, enquiries about the content or scope of the 
document, and requests for hard copies should be sent to 
Savings and Share Schemes Team, Room G53, 100 Parliament 
Street, London SW1A 2BQ; or by email to: 
shareschemes@hmrc.gsi.gov.uk.  

Additional ways 
to be involved: 

As the issues are largely technical, it is assumed that those 
wishing to respond to this consultation will mainly do so in writing 
or electronically. HMRC will also consider requests for meetings, 
which can be made to the postal or email address above.  

After the 
consultation: 

The Government’s initial response to this consultation will be 
published in autumn 2012. Proposals in relation to the 
recommendations considered in Chapter 2 will be developed for 
implementation no later than 2014. Where the Government 
intends to proceed with any of the recommendations considered 
in Chapter 3, details (and draft clauses where appropriate) will be 
published in autumn 2012. The same applies for any changes to 
the current ‘good leaver’ rules (see paragraphs 5.7 – 5.8). The 
outcome of the investigation into the relevance of the Company 
Share Option Plan for UK businesses (see Chapter 4) will be 
announced in autumn 2012, for consultation where appropriate. 

Getting to  
this stage: 

The OTS’s recommendations were published on 6 March 2012. 
This is the first stage of Government consultation on these 
recommendations. 

Previous 
engagement: 

The OTS consulted a wide range of stakeholders in the course of 
its review. This is the first stage of Government consultation on 
the OTS’s recommendations. 

mailto:shareschemes@hmrc.gsi.gov.uk
mailto:shareschemes@hmrc.gsi.gov.uk
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Foreword 
 

Businesses of all sizes tell us that tax advantaged employee share schemes can 
produce beneficial results in the workplace. These schemes enable employees to 
share in the success of their companies and, for many, the schemes have provided a 
gateway into share ownership for the very first time. 
 
However, the rules in this area can sometimes be too complex. That is why I asked 
the Office of Tax Simplification (OTS) to identify where these rules place 
unnecessary administrative burdens on their users, and to suggest ways in which 
they might be simplified. 
 
The Government welcomes the OTS’s report on the four tax advantaged schemes, 
which was published in March. It contains a wide range of recommendations 
covering the process of adopting schemes, eligibility for tax advantages, and the 
administrative and other requirements upon businesses and other participants. 
 
As a first step, I can confirm that we intend to take forward two of the main 
recommendations made by the OTS. The first is to move towards self certification of 
schemes. Businesses identified the current approval process as time consuming and 
complex. I want that to change, which is why this consultation kicks off the process of 
developing new arrangements that better serve businesses, while ensuring 
appropriate safeguards for individual participants and the Exchequer. After we have 
heard from businesses and other interested parties how they envisage self 
certification working, we will publish detailed proposals for implementation no later 
than 2014. 
 
I also welcome the OTS’s second main recommendation – that we carry out further 
work to identify whether the Company Share Option Plan is still relevant for UK 
businesses. It is right that we ensure the tax advantaged schemes remain relevant 
and targeted on the achievement of Government objectives. We will announce the 
outcome of this work during autumn 2012, for further consultation where appropriate. 
 
In addition, we are consulting on the majority of the OTS’s supplementary 
recommendations, so we can obtain further evidence from businesses and other 
interested parties on potential costs, benefits and other impacts before deciding how 
to proceed. We will announce the outcome of our consideration in autumn 2012, and 
where appropriate will publish draft legislation for Finance Bill 2013. 
 
While financial and other constraints mean that we are not consulting on some of the 
OTS’s recommendations at this time, the Government remains committed to 
simplifying the rules where possible. I therefore welcome the fact that the OTS will 
now turn its attention to non tax advantaged employee share arrangements. 
 
David Gauke 
Exchequer Secretary to the Treasury 
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1. Introduction 
 

Background 
 
1.1 Income tax and National Insurance Contributions (NICs) are generally due 
where an employer awards shares or share options to employees. However, the 
Government currently makes four tax advantaged employee share schemes 
available, which together provide around £650 million of tax and NICs relief to 
employers and employees each year. The four schemes are: 
  Share Incentive Plan (SIP) – an ‘all employee’ scheme under which 

employees may purchase ‘partnership’ shares out of their pre-tax (gross) 
salary, be awarded ‘matching’ or ‘free’ shares by their employer, or reinvest 
dividends earned on SIP shares into ‘dividend’ shares. 

  Save As You Earn (SAYE) – an ‘all employee’ savings and share option 
scheme under which employees can save out of taxed earnings and use their 
savings to purchase shares at a discounted price. 

  Company Share Option Plan (CSOP) – a scheme under which selected 
employees may be awarded options to purchase shares. 

  Enterprise Management Incentives (EMI) – a scheme targeted on small and 
medium sized businesses carrying out certain trades, under which selected 
employees may be awarded share options. 

 
1.2 Separate rules and requirements, limits, and qualifying conditions apply for 
each scheme. 
 
1.3 In July 2011, the Exchequer Secretary to the Treasury asked the Office of Tax 
Simplification (OTS) to review the four schemes in order to identify where they are 
complex and place unnecessary administrative burdens on their users, and to 
suggest ways in which they could be simplified. The OTS has engaged extensively 
with external stakeholders, including scheme users, administrators and tax advisers. 
The OTS’s work was guided by a Consultative Committee drawn from 
representatives of industry, administrators, reward consultants, and the legal and tax 
profession. The OTS’s report was published on 6 March 2012 and can be found at 
http://www.hm-treasury.gov.uk/d/ots_share_schemes_060312.pdf. 
 
1.4 The OTS has made three main recommendations: 
  introduce a self certification process for the SIP, SAYE and CSOP schemes; 

  undertake further investigation into whether the CSOP scheme is still relevant 
for UK businesses; and 

  if CSOP is found to still be of relevance, merge the EMI and CSOP schemes. 

http://www.hm-treasury.gov.uk/d/ots_share_schemes_060312.pdf
http://www.hm-treasury.gov.uk/d/ots_share_schemes_060312.pdf
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1.5 Of these main recommendations, the Government is consulting on self 
certification of SIP, SAYE and CSOP schemes (see Chapter 2). In addition, the 
Government will investigate the current relevance of the CSOP scheme (see Chapter 
4). At this time the Government is not consulting on the OTS’s proposal that EMI and 
CSOP be merged (see Chapter 5). 
 
1.6 In addition to these main recommendations, the OTS has made 23 
supplementary recommendations. These address a range of issues, including 
eligibility for schemes; the type of shares to be used; reporting and information 
requirements; harmonisation of definitions across schemes; the time limits before tax 
advantages can apply; and the detailed technical requirements that apply in specific 
circumstances, such as where a participant leaves their employment or on the cash 
takeover of a business. 
 
1.7 In some cases the OTS’s recommendation contains a detailed proposal for 
change, while in others the OTS has set out the need for further work or 
consideration before a detailed proposal can be developed on the basis of its 
recommendation. 

 
Aim and scope of this consultation 
 
1.8 This consultation is designed to seek views and further evidence on a number 
of recommendations made by the OTS, and to seek details of potential 
implementation issues, impacts, costs and benefits. This document is divided into 
five main parts: 
  Chapter 2 deals with cases where the Government accepts the OTS’s 

recommendation and is seeking views and evidence on policy design, to 
inform the development of detailed proposals. 

  Chapter 3 concerns a number of the OTS’s recommendations on which the 
Government would like further views and evidence about potential costs, 
impacts and benefits before reaching a decision on how to proceed. 

  Chapter 4 deals with the OTS’s recommendation that there should be further 
investigation into whether the CSOP scheme is still relevant for UK 
businesses. 

  Chapter 5 concerns other recommendations made by the OTS on which the 
Government is not consulting at this time. However, as set out in that Chapter, 
some of these recommendations have been noted for further consideration, 
and in one case (the rules on ‘good leavers’), views and evidence are sought 
on an alternative proposal for change. 

  Chapter 6 contains a summary of impacts. 
 
1.9 The Government welcomes views on the questions set out in Chapter 7. 
Details of how to respond to this consultation can be found in Chapter 8. It is 
intended that this should be primarily a written consultation, but HMRC will consider 
requests from representative groups and similar bodies for a meeting if that would be 
helpful.  
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After this consultation 
 
1.10 The table below sets out how the Government intends to proceed following 
this consultation. 
 

Proposed change Action following this consultation 
  

OTS’s recommendations in 
Chapter 2 

Work will be carried out to develop detailed 
proposals based on the OTS’s recommendations, 
for implementation no later than 2014. 

OTS’s recommendations in 
Chapter 3 and proposed 
changes to ‘good leaver’ rules 
(paragraphs 5.7 – 5.8) 

Where the Government intends to proceed, 
further details (and draft clauses where 
appropriate) will be published in autumn 2012, 
with a view to implementation in 2013. 

Further investigation into the 
relevance of CSOP (Chapter 4) 

The outcome of this work will be announced 
during autumn 2012, with consultation to follow 
where appropriate. 

 
Other work  
 
1.11 The focus of this consultation is the recommendations made by the OTS in its 
report on tax advantaged employee share schemes. However, there are a number of 
other consultations, reviews or further work planned or currently taking place in 
relation to employee share schemes, or employee ownership more generally. These 
are: 
  The second stage of the OTS’s review of employee share schemes, focusing 

on non tax advantaged employee share schemes and share based incentives. 
  EMI measures announced at Budget 2012. These include an increase in 

individual EMI limits to £250,000; an extension of capital gains tax 
entrepreneurs’ relief to gains made on shares acquired by exercising EMI 
options; and development of the guidance available for start-up companies 
wishing to use EMI. 

  An HMRC consultation on extending access to EMI for academic employees, 
which will run alongside this consultation on the OTS’s recommendations. 

  A review by the Department for Business Innovation and Skills on promoting 
employee ownership in the private sector. 

  An internal review by HM Treasury to examine the role of employee ownership 
in supporting growth and options to remove barriers, including tax barriers, to 
its wider take-up, which will conclude ahead of the Chancellor’s 2012 Autumn 
Statement. 
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2. OTS’s recommendations accepted in 
principle: views sought to inform the 
development of detailed proposals 
 

Introduction 
 
2.1 This Chapter deals with those cases in which the Government accepts the 
OTS’s recommendation and is seeking further views and evidence to inform the 
development of detailed proposals. The recommendations covered in this Chapter 
are those in relation to: 
  a new approval process for SIP, SAYE and CSOP; 

  prescriptive rules regarding operation of schemes; and 
  rules in SIP, SAYE and CSOP that prohibit scheme features which are not 

essential, or reasonably incidental, for the provision of shares or share options 
to employees. 

 
2.2 In each case, a brief summary of the current position and the OTS’s 
recommendation is set out below, together with questions on which the Government 
is seeking views. 
 

After this consultation 
 
2.3 Work will be carried out to develop detailed proposals in the areas set out in 
this Chapter, for implementation no later than 2014. 
 

A new approval process 
 
2.4 Current rules require employers intending to establish a SIP, SAYE or CSOP 
scheme to obtain HMRC approval of their proposed scheme before it can be 
implemented. This is in contrast to EMI, which does not require HMRC approval 
before share options can be issued. The OTS has reported that the current approval 
process is perceived by many companies to be lengthy and complex, and it has 
made self certification of SIP, SAYE and CSOP schemes one of its main 
recommendations. 
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OTS’s recommendation 
 
Our starting point is that the current approval process is involved, labour intensive 
and causes delays. It is not obvious how to simplify or streamline the process. 
 
The OTS, taking into account the views of various stakeholders, and looking at the 
current position of the tax authorities in connection with self assessment in other 
areas of taxation, has concluded that a move towards self certification for SIP, SAYE 
and CSOP would be beneficial. We accept that the current approval process cannot 
be simply switched off without considering whether any measures are needed to 
protect employees, companies and the Exchequer. 
 
The OTS therefore recommends that HMRC’s Small Companies Enterprise Centre 
and interested stakeholders enter into discussions to design a self certification 
process. The target would be to introduce this reasonably quickly (we think a year 
would be practical) to replace the current approval process in place for SIP, SAYE 
and CSOP. 

OTS’s review of tax advantaged employee share schemes: final report, page 9
 
2.5 The Government accepts the case for self certification, as recommended by 
the OTS, and intends to legislate for self certification of schemes. However, self 
certification arrangements must be designed carefully in consultation with a broad 
range of stakeholders, in order to ensure the appropriate protections for businesses 
and their employees, as well as the Exchequer. The OTS’s report identifies some of 
the issues for consideration: 
 

Protection for company and employer 
 
Many companies (and, indeed, their advisers) welcome the “rubber stamp” available 
from HMRC when obtaining approval for a SIP, SAYE and CSOP. Self certification 
may prove a concern for those companies seeking certainty in relation to tax 
treatment of their share scheme and share option arrangements. 
 
Protection for the Exchequer 
 
If HMRC’s ability to approve scheme rules in advance were removed, there would 
need to be a replacement with “downstream powers” in order to protect the 
Exchequer from tax losses arising out of potential misuse (or abuse) of the approved 
schemes (and, indeed, to ensure that employees are being fairly treated under the all 
employee schemes). HMRC already has a twelve month enquiry window for EMI 
schemes but this is applicable in relation to individual option grants. This is quite 
different from the approval process which does not look at individual option grants (or 
share awards) but at the wider concept of the rules of a scheme. The sheer numbers 
of participants in SIP and SAYE schemes would make it impractical for companies to 
notify HMRC of share awards or option grants under those schemes in order to open 
an enquiry window in the manner of EMI notification. 
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Recouping tax 
 
An unusual feature of employee share schemes in terms of taxation is that one party 
(the employer) establishes and implements the arrangement, but it is a separate 
party (the employee) who obtains the key tax benefits. Companies do of course 
benefit from reduced employers’ national insurance contributions and a corporation 
tax deduction, but the primary mover behind the implementation of approved share 
schemes is the tax benefits for employees. Therefore, should the share scheme have 
to be wound up as a consequence of failure to comply with the rules of the scheme, it 
is the employee who would lose the benefits. 
 
This raises the question of how HMRC would seek to recoup tax should a scheme be 
wound up – or, alternatively, how a company would seek to recoup any payments it 
had to make to HMRC because a scheme had “failed”. If self certification is to be 
considered, there will be a real requirement to consider this point, taking into account 
a degree of protection for all the parties concerned. 

OTS’s review of tax advantaged employee share schemes: final report, pages 
10–11 
 
2.6 Based on the factors identified above, any new self certification arrangements 
would need to contain or ensure: 
  sufficiently clear rules and guidance to enable businesses and advisers to self 

certify; 
  processes to enable businesses to understand their obligations and to self 

certify on an informed basis; 
  requirements for businesses to notify HMRC of relevant events in relation to 

the operation of schemes; 
  powers for HMRC to enquire into the operation of schemes, or into any 

information provided or discovered; 
  powers for HMRC to recoup tax and apply penalties where appropriate; and 

  appropriate rights of appeal and safeguards for taxpayers. 
 

2.7 The timescale for introducing self certified arrangements will be determined by 
the need to give appropriate consideration to these issues. The Government intends 
to implement self certification of schemes no later than 2014, and would welcome 
views and evidence on the following: 
  Which, if any, features of SIP, SAYE or CSOP require further clarity or 

additional guidance to be available, in order to enable self certification of 
schemes? 
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 What practical issues could self certification present for businesses? 
Examples include the time at which self certification should take place, 
and who can be responsible for self certification of a scheme? 

  What safeguards will be appropriate to protect businesses and 
employees, and provide them with certainty in relation to the tax 
treatment of their arrangements? 

  Will any system of advance assurance or clearance be required, taking 
into account the desirability of avoiding lengthy and complex approval 
processes? 

  How should the necessary information requirements operate? 
  What will be the impact of self certification in terms of one-off or ongoing 

costs/savings for businesses? 
 

Prescriptive rules regarding operation of schemes 
 
2.8 Each of the tax advantaged schemes contains detailed operational rules and 
requirements that exist to provide safeguards and clarity for participants, ensure 
consistent application in certain areas, and guard against abuse. In its report, the 
OTS has drawn attention to operational requirements it regards as excessively 
prescriptive, such as those dealing with how scheme participants are provided with 
information. 
 
OTS’s recommendations 
 
Give companies and trustees more flexibility on how schemes are operated. For 
example, they should be able to communicate with and provide information to 
employees in a way which suits them, within a broad framework laid down in 
legislation. This should include the ability to provide online communications. Another 
example would be to dispense with the common current practice for a full paper copy 
of a company’s articles of association to be attached to an EMI option agreement (to 
set out restrictions relating to shares), or allowing participants to enrol online. In fact 
this is likely to reflect what companies are already doing in practice. 
 
Remove the requirement for companies to submit employee communication material 
as part of the approval process. 
 
Permit companies to make their own decisions on administrative aspects of 
schemes. 

OTS’s review of tax advantaged employee share schemes: final report, page 18
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2.9 The Government believes that there remains a strong case for consistent 
application within schemes of uniform rules that provide clarity and safeguards for 
participants, and ensure that schemes can be operated effectively. However, such 
rules require periodic consideration to ensure that they remain relevant and 
necessary. The Government intends to remove or modify unnecessarily prescriptive 
scheme rules and requirements, and would welcome views and evidence on the 
following: 
  Should the current requirements concerning the provision of information 

to scheme participants be changed, and if so how? 
  If these requirements were relaxed, what safeguards will be necessary to 

ensure that participants receive sufficient, correct and timely 
information? 

  Are there any other areas in which operational or administrative 
requirements of the schemes should be updated? 

  What would be the impact of any changes proposed, in terms of one-off 
or ongoing costs/savings for businesses? 

 

Scheme features not essential or reasonably incidental to the provision 
of shares or share options 
 
2.10 SIP, SAYE and CSOP schemes must not include features that are neither 
essential, nor reasonably incidental, to the provision of shares or share options to 
employees. The wording of the relevant legislative prohibition in each case is set out 
below: 
 
Scheme Detail 

SIP The purpose of the plan must be to provide benefits to employees in the 
nature of shares in a company which give them a continuing stake in 
that company. 
The plan must not contain, and the operation of the plan must not 
involve, features which are neither essential nor reasonably incidental to 
that purpose.  

SAYE and 
CSOP 

The scheme must not contain features which are neither essential nor 
reasonably incidental to the purpose of providing benefits for employees 
and directors in the nature of share options.  

 
2.11 The purpose of these requirements is to provide for effective targeting of tax 
advantages, by excluding scheme features not consistent with the objective of 
providing employees a stake in their company through the award of shares and share 
options. HMRC does not publish a definitive list of features which are prohibited by 
these provisions. However, one example would be a feature which, in effect, means 
that the scheme does little more than provide a cash incentive to employees. 
 
2.12 The OTS has reported that these requirements are perceived as confusing, 
and that they do not necessarily align with companies’ commercial objectives in 
establishing schemes. 
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OTS’s recommendation 
 
Remove the broad prohibition for SIP, SAYE and CSOP and replace with a specific 
targeted clause setting out the key areas which HMRC considers should be 
prohibited, e.g. the operation of the scheme in conjunction with salary sacrifice. 

OTS’s review of tax advantaged employee share schemes: final report, page 22
 
2.13 The Government intends to change these rules as part of the move to self 
certification of schemes. However, it believes that a requirement as to the purpose of 
a scheme is likely to remain necessary in order to ensure effective targeting of tax 
advantages. The Government would therefore welcome views and evidence on the 
following: 
  What form would an alternative purpose test or framework take if it was 

to provide businesses with the appropriate level of certainty in a self 
certified environment, while also providing necessary safeguards 
against abuse or ineffective targeting? 

  What would be the impact of any change proposed, in terms of one-off or 
ongoing costs/savings for businesses? 

 



14 

3. OTS’s recommendations where views 
are sought on potential impact, costs and 
benefits 

 
Introduction 
 
3.1 This Chapter deals with a number of the OTS’s recommendations in respect of 
which the Government is seeking further views and evidence before deciding how to 
proceed. The OTS’s recommendations covered in this Chapter are those in relation 
to: 
  provisions concerning retirement for SIP, SAYE and CSOP; 

  cash takeovers; 
  uncapped PAYE and NICs liability on cash takeovers (SIP); 
  SIP, SAYE and CSOP material interest rules; 
  restrictions on shares that can be used in SIP, SAYE and CSOP; 
  removal of redundant legislation for SIP; 

  the accumulation period for SIP partnership shares; 
  the operation of PAYE for SIP shares that leave a plan early; 
  SIP dividend reinvestment; 
  SAYE savings periods; 
  the rules on non PAYE contributions under SAYE; and 
  the exercise period for EMI share options following a disqualifying event. 
 
3.2 Brief summaries of the current position and the OTS’s recommendation in 
each case are set out below. 
 
3.3 For each of the OTS’s recommendations set out in this Chapter, the 
Government would welcome views and evidence on the following: 

  How far would the change proposed by the OTS simplify the position? 
  What would be the effect of the proposed change – including any 

potential implementation issues for businesses and individuals? 
  Where appropriate, how would the proposed change operate under self 

certified arrangements for SIP, SAYE and CSOP? In particular, would the 
change make the process of self certification easier, or create any 
difficulties? 
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 What impact would the proposed change have on businesses and 
individuals, in terms of one-off or ongoing costs/savings? 

 
3.4 Where appropriate, additional questions specific to each recommendation are 
set out below. 
 

After this consultation 
 
3.5 Where the Government intends to proceed with the OTS’s recommendation, 
further details (and draft clauses where appropriate) will be published in autumn 
2012, with a view to implementation in 2013. 
 

Retirement age 
 
3.6 Under SIP, SAYE and CSOP, tax advantages are generally conditional upon 
shares being held within the scheme for a specified period, or share options being 
exercised after a time limit has elapsed. However, there are exceptions set out in 
legislation where shares can be acquired, or options exercised, before the expected 
date and still benefit from tax advantages. One of these exceptions is on the 
retirement of an employee. As the OTS’s report illustrates, for this purpose, different 
rules apply within each scheme: 
 
SIP: shares may be taken out of the scheme by reason of the participant’s retirement 
on or after reaching the retirement age specified in the scheme. The age must be the 
same for men and women and must not be less than 50. 
 
SAYE: retirement must be specified in the scheme rules and is defined as “on 
reaching the specified age, or any other age at which [the participant] is bound to 
retire in accordance with the terms of [the participant’s] contract of employment”. The 
specified age must be the same for men and women, not less than 60 and not more 
than 75. 
 
There is an additional complication under SAYE, which allows “two bites of the 
cherry”, in that a participant may exercise early on reaching the specified age under 
the scheme, whether or not he or she is retiring, and may also exercise early on 
retirement, provided the participant retires on the date they are bound to retire on and 
not any other date. 
 
CSOP: retirement must be on or after the age specified in the scheme rules and set 
at an age which is the same for men and women and not less than 55. 

OTS’s review of tax advantaged employee share schemes: final report, page 19
 
3.7 The OTS has reported that these differing provisions can create confusion and 
inconsistency for employers and employees, and do not correspond with wider 
changes in working patterns. 
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OTS’s recommendation 
 
Create one definition of retirement across all the schemes (excluding EMI). Age 
discrimination legislation precludes the inclusion of a standard retirement age, e.g. 
55. Therefore this common rule should lay down principles and allow companies to 
have their own definition of retirement which reflects their wider operations. 

OTS’s review of tax advantaged employee share schemes: final report, page 19
 
3.8 The Government accepts the case for a harmonised approach to retirement 
across SIP, SAYE and CSOP. It therefore intends to publish draft clauses in autumn 
2012 setting out such an approach, for legislation in 2013. However, allowing 
businesses to apply their own definition of retirement, for the purposes of allowing 
employees to benefit from tax advantages, could create risks of significant 
Exchequer costs or increased inconsistency for participants, unless appropriate 
safeguards are also applied. The Government would welcome views and evidence 
on the questions set out at paragraph 3.3 above, and also responses to the 
following: 
  What common rule or principles could be applied to align the retirement 

provisions for SIP, SAYE and CSOP in a way that would:  be fair to all participants;  provide certainty for employers and employees; and  contain the necessary safeguards to ensure that these 
provisions only apply to employees who genuinely retire, and 
not those who leave a business for some other reason? 

  What impact would this approach have on the number of participants 
treated as having retired for the purposes of the schemes? 

 

Cash takeovers 
SIP: uncapped PAYE and NICs liability on cash takeovers 
 
3.9     These proposals are presented together for the purposes of this consultation 
as they both concern the cash takeover of a business operating a tax advantaged 
share scheme. 
 
3.10 Where there is a cash takeover of a business operating one or more of the tax 
advantaged share schemes, it is sometimes possible for existing entitlements, and 
the relevant tax advantages, to be retained by employees on the basis of a ‘share for 
share’ (or ‘option for option’) exchange. This might not be possible in all cases, and 
employees may be required to exercise share options early, or may be paid out in 
cash for SIP shares. Where this happens, income tax and NICs may be due if the 
holding period or time limit set out in the relevant scheme legislation has not expired. 
 
3.11 The OTS draws attention to the fact that following a cash takeover, employees 
may be unable to continue participating in tax advantaged schemes, even when they 
remain with the relevant company. This can lead to tax liabilities, complications and 
administrative requirements for businesses and employees. 
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3.12 The OTS has also reported that this can create particular problems for 
businesses operating a SIP. Where, on the cash takeover of a business, a tax liability 
is created because SIP shares leave a plan within three years, employers face a 
NICs charge on the market value of the shares at that time. However, when the SIP 
shares were awarded, the employer may not have expected a future NICs charge, 
and will not have known the value of this charge. The employer is also not able to 
pass responsibility for paying this NICs charge to the employee by joint election or 
agreement – as is the case under CSOP and EMI. 
 
OTS’s recommendations 
 
Allow tax free early exercise for cash takeovers in order to protect employees should 
an option exchange not be feasible. 
 
This issue is of particular importance to companies operating SIPs because of the 
clawback relating to employers’ NICs. 

OTS’s review of tax advantaged employee share schemes: final report, pages 
21–22 
 
SIP - If this issue is not resolved by a new income tax and NICs exemption in 
circumstances where shares leave the scheme early as a result of a cash takeover, 
we recommend that the basis for calculation of the taxable value be changed in these 
circumstances such that income tax and NICs are charged on the lower of the initial 
market value of the shares awarded and the value when the shares leave the 
scheme. This would have the effect of reducing the income tax and NICs liability in 
the event of a cash takeover within zero and three years of the award of shares and 
would address the clawback issue in relation to Partnership Shares. 
 
This approach is more clearly targeted to specific circumstances than the cash 
takeovers recommendation. It would make SIP more attractive, and might increase 
costs as a result of increased take up of the scheme, but to a lesser degree than the 
recommendation on cash takeovers. 

OTS’s review of tax advantaged employee share schemes: final report, page 31
 
3.13 The Government recognises that the current rules can create difficulties on the 
cash takeover of a business operating a tax advantaged scheme. It will therefore 
consider these proposals carefully, including any Exchequer impact and potential for 
abuse of the schemes. If the Government proceeds with change in this area, it will 
publish draft clauses in autumn 2012, for legislation in 2013. In order to inform its 
consideration of these recommendations, the Government would welcome views 
and evidence on the questions set out at paragraph 3.3 above. 
 

Material interest 
 
3.14 Individuals are not eligible to participate in tax advantaged schemes if they 
already have (whether alone or with associates) a ‘material interest’ in the share 
capital of the business (or in some cases the assets of the business). These rules 
help target tax advantages on broadening employee share ownership, and reduce 
potential for abuse of the schemes. 
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3.15 For SIP, SAYE and CSOP, the ownership of more than 25 per cent of the 
ordinary share capital of a company (or, where appropriate, an entitlement to more 
than 25 per cent of the assets of a company) constitutes a material interest. For EMI, 
a higher figure of 30 per cent constitutes a material interest. The OTS has reported 
that these rules can be disproportionately detailed and complex to operate, and are 
not harmonised across the four schemes. 

 

OTS’s recommendations 
 
We propose that the material interest provisions are removed altogether for SIP and 
SAYE. We consider that the complexity of the legislation is wholly disproportionate to 
any tax avoidance that may be undertaken as a consequence of the removal and 
their design as all employee schemes provides some protection against abuse. 
 
We recognise however the potential for abuse under the discretionary schemes, i.e. 
EMI and CSOP. We would therefore recommend retaining the principle of the 
material interest test for these schemes, but aligning the percentages, so that a 
material interest for CSOP would be defined as 30% as for EMI. 

OTS’s review of tax advantaged employee share schemes: final report, page 23
 
3.16 The Government recognises that these proposed changes have potential to 
simplify the position. It will therefore consider them carefully, including the Exchequer 
impact and potential for abuse of the schemes – as well as any balance between 
simplification benefits and effective targeting of tax advantages. If the Government 
proceeds with changes in this area, it will publish draft clauses in autumn 2012, for 
legislation in 2013. In order to inform its consideration of these recommendations, the 
Government would welcome views and evidence on the questions set out at 
paragraph 3.3 above. 
 

Restrictions on shares 
 
3.17 Broadly, restricted shares are those shares with conditions attached that 
potentially reduce their value. Such conditions might include a requirement that the 
shares cannot be sold within a specified period or an obligation to surrender or forfeit 
the shares in certain circumstances, such as where an employee leaves a company. 
 
3.18 Shares used in SIP, SAYE and CSOP schemes may contain only certain 
types of restriction. The OTS’s report sets out certain permitted restrictions for the 
various schemes. 
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SIP  shares may carry no or limited voting rights,  there may be provision for forfeiture of the shares in connection with 

Free or Matching Shares, but not for Partnership Shares; nor may the 
restrictions apply to a participant leaving for certain “good leaver” 
reasons, or in any way linked to performance,  pre-emption conditions may attach to the shares, provided that they 
apply, broadly, to all employees, all cessations of employment and all 
shares originally awarded under the scheme, and  pre-emption rights may be imposed not only by the company’s articles 
of association, but may include any other written agreement between 
the shareholders of the company. 

 
SAYE and CSOP  restrictions must attach to all shares of the same class or must be 

certain permitted restrictions,  permitted restrictions include certain “employee pre-emption” 
provisions. Shares held by employees may be subject to compulsory 
transfer provisions when an employee ceases employment, but the 
transfer must broadly take place on the same terms as for any other 
shareholder, and  there will also be a restriction under any other contract or arrangement 
in place (e.g. shareholders’ agreement). In the case of CSOP only, this 
does not apply to any terms of a loan which makes provision as to how 
it will be repaid. 

 
OTS’s review of tax advantaged employee share schemes: final report, pages 
24–25 
 
3.19 These rules help to ensure that tax advantages are targeted on shares that 
provide employees with a meaningful stake in their company, and guard against 
abuse of the schemes. However, the OTS’s report draws attention to the fact that 
these rules are not harmonised across schemes. The OTS has also reported that 
these rules may create difficulties and costs for businesses, and can make 
participation difficult for certain companies. 
 
OTS’s recommendations 
 
We recommend that the requirements under SIP, SAYE and CSOP for shares only to 
have permitted restrictions are removed entirely. 
 
Where shares are subject to restrictions, there would be a requirement that any 
option agreement, rules or associated documentation contain details of the 
restrictions, as is the case for EMI. 
 
The legislation should provide that if an option is granted over restricted shares, then 
they are to be valued as if they were not restricted. This would provide a safeguard 
against abuse of the individual limits using highly restricted shares. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 24
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3.20 The Government will consider these proposed changes carefully, including 
any Exchequer impact and potential for abuse of the schemes – as well as any 
balance between simplification benefits and effective targeting of tax advantages. If 
the Government proceeds with changes in this area, it will publish draft clauses in 
autumn 2012, for legislation in 2013. In order to inform its consideration of these 
recommendations, the Government would welcome views and evidence on the 
questions set out at paragraph 3.3 above. In addition, it would welcome responses 
to the following: 
  What type of restrictions, in addition to those currently permitted, would 

businesses apply to shares awarded under SIP, SAYE or CSOP? 
  What safeguards would be necessary to ensure:  That tax advantages attach only to those shares which allow 

employees a meaningful stake in the business?  That any restrictions are applied fairly, and in a way that is 
consistent with the ‘all employee’ nature of a scheme where 
appropriate?  That arrangements for transferring restricted shares to an 
employee do not create significant new burdens or costs, or any 
risk of abuse? 

 

Redundant legislation 
 
3.21 Paragraph 78 of Schedule 2 to the Income Tax (Earnings and Pensions) Act 
2003 concerns SIP and the acquisition by trustees of shares from an employee share 
ownership trust. It provides: 
 
(1) The trust instrument must provide that, where there is a qualifying transfer of 
shares to the trustees, the shares— 

(a) must not be awarded to participants under the plan as partnership shares, and 
(b) must be included in any award of free or matching shares made after the date   
of the transfer in priority to other shares available for inclusion in that award. 

 
(2) For the purposes of this paragraph there is a qualifying transfer of shares to the 
trustees if— 

(a) relevant shares (as defined by section 69(3AC) of FA 1989) are transferred to 
them by the trustees of an employee share ownership trust, and 
(b) the transfer is a qualifying transfer within section 69(3AA) of that Act (transfer 
of shares in, or shares purchased from money in, an employee share ownership 
trust immediately before 21st March 2000). 

 
3.22 The OTS has reported that this legislation is now redundant and should 
therefore be deleted. 
 
OTS’s recommendation 
 
Delete paragraph 78 of Schedule 2 ITEPA 2003 relating to acquisition of shares from 
QUESTs (Qualifying Employee Share Ownership Trusts) as this is now redundant. 

OTS’s review of tax advantaged employee share schemes: final report, page 27
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3.23 The Government is minded to remove this provision, but before doing so 
would welcome views and evidence on the following: 
  Are there any undesirable impacts that might arise from the removal of 

this provision? 
 

SIP partnership shares – accumulation period 
 
3.24 SIP partnership shares are purchased by employees from their pre-tax (gross) 
salary. Some businesses offering SIP partnership shares allow these to be 
purchased by deduction from an employee’s salary over an ‘accumulation period’ of 
up to 12 months. Where an accumulation period is used, the number of shares 
awarded to employees in respect of salary deductions is determined by the lower of 
the share value at the start of the accumulation period, and the share value on the 
date shares are awarded to the employee. 
 
3.25 Where share value rises during the accumulation period, the number of shares 
awarded to the employee is based on the share price at the start of the accumulation 
period, meaning that the employee could be acquiring shares at below their current 
market value. However, the current position protects the employee against any fall in 
share value during the accumulation period. The OTS’s report sets out two examples 
of how the current rule applies: 
 
Example 1: 
An employee saves £100 per month for six months. Total savings are £600. The 
share price has risen from £5 per share to £6 per share over that period. Under 
current rules, the employee buys 120 shares at £5 per share. 
 
The company has to buy shares at £6 per share and so incurs an extra cost of £120. 
 
Example 2: 
As in example 1, but the share price falls from £6 to £5 per share over the period. 
Under current rules, the employee buys 120 shares at £5 per share. 
 
The company has bought 100 shares at the start of the period at £6 per share (so 
that the total cost was the £600 the employee expected to save). At the end of the 
period, the company has to buy an extra 20 shares costing it £100. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 28

 
3.26 The OTS has reported that the current position can create uncertainty and 
costs for businesses, and that this is a particular issue for smaller companies. It has 
therefore recommended a change to the basis on which the number of shares 
awarded to an employee is calculated. 
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OTS’s recommendation 
 
Permit companies to specify that the number of shares to be awarded can be 
determined by reference to the share price on the award date (following the end of 
the accumulation period) or at the share price at the start of the accumulation period 
or the lower of the price at the start and the end of the accumulation period. 
Whichever is chosen must be specified in the partnership agreement. 

OTS’s review of tax advantaged employee share schemes: final report, page 27

 
3.27 The Government will consider this recommendation carefully, taking into 
account the potential impact for businesses and employees who purchase shares - 
as well as any simplification benefits of a move away from the current uniform 
requirement. If the Government proceeds with change in this area, it will publish draft 
clauses in autumn 2012, for legislation in 2013. In order to inform its consideration of 
this recommendation, the Government would welcome views and evidence on the 
questions set out at paragraph 3.3 above. 

 

Operation of PAYE in relation to SIP shares that leave a plan early 

 
3.28 SIP rules specify minimum holding periods for which shares must usually be 
retained within a plan if full tax advantages are to apply. The relevant holding period 
varies according to the type of SIP shares, but is set at five years for SIP partnership 
shares purchased by an employee and SIP shares awarded on a free or matching 
basis by an employer. In most circumstances where shares are removed from a plan 
within this holding period, income tax and NICs are chargeable. 
 
3.29 The normal PAYE timetable applies for the payment of this tax to HMRC, 
meaning that tax should be brought to account by the employer - or in certain cases 
by the SIP trustees - by the 19th of the month following that in which the shares 
ceased to be subject to the plan. Penalties may be chargeable in respect of tax that 
is brought to account after this due date. However, penalties are not applied where 
HMRC agrees that there is a reasonable excuse for the payment being late and the 
tax due has been paid as soon as reasonably possible after the reason for lateness 
ended. Further details can be found at http://www.hmrc.gov.uk/paye/problems-
inspections/late-payments.htm#6. 

 
3.30 The OTS has reported that the PAYE timetable creates particular issues 
where tax becomes due after shares are removed from a SIP before the end of their 
holding period. In practice, this tax liability is often met from the sale of shares by the 
SIP trustees, on the instructions of the employee. Difficulties can arise where 
trustees are required to contact the employee for instructions in relation to the sale of 
shares, or have limited opportunities to sell shares in order to raise funds to meet the 
tax liability. The OTS has therefore recommended a change to the PAYE penalty 
rules in such cases. 

http://www.hmrc.gov.uk/paye/problems-inspections/late-payments.htm#6
http://www.hmrc.gov.uk/paye/problems-inspections/late-payments.htm#6
http://www.hmrc.gov.uk/paye/problems-inspections/late-payments.htm#6
http://www.hmrc.gov.uk/paye/problems-inspections/late-payments.htm#6
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OTS’s recommendation 
 
A change should be made to the PAYE penalty regime such that penalties will not be 
chargeable on the late payment of PAYE if the taxable event is related to shares 
leaving the SIP and the PAYE is paid within 90 days of the due date. This would be 
fairer and more practical for employers. 
 
Since April 2010, penalties apply if PAYE is not paid by the 19th of the following 
month. This is frequently impractical as far as share schemes are concerned and it 
may mean that companies incurring penalties due to share schemes regularly claim 
reasonable excuse grounds to escape the penalty. It does not seem possible for 
HMRC to give a blanket reasonable excuse for share schemes since there will be 
occasions when share plans are genuinely in default. 
 
We do not propose any changes to the date at which the taxable value is calculated. 
This will still be calculated with reference to the date the employee ceases 
employment. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 28
 
3.31 To inform further consideration of the issues raised by the OTS, in addition to 
views and evidence on the proposal set out above (see questions at paragraph 
3.3), the Government would welcome further evidence on the following: 
  What practical and timing issues can arise for employers and trustees 

from the operation of PAYE in relation to shares that leave a SIP early? 
  Which modes of communication do employers and trustees use when 

contacting participants whose shares leave a SIP early? 
 

SIP dividend reinvestment 
 
3.32 Employers may provide for dividends paid on SIP shares to be reinvested in 
further tax advantaged SIP shares, known as dividend shares. Any such 
reinvestment must take place within three years, and only £1,500 per year can be 
reinvested in dividend shares by an employee. Other dividends on SIP shares must 
be paid to the employee, and tax is chargeable on these dividends in the normal way. 
 
3.33 The OTS has reported that increasing numbers of participants have more than 
10 years’ worth of SIP shares, so their dividends may exceed the current £1,500 
annual reinvestment limit. Splitting dividends between amounts to be reinvested in 
dividend shares and amounts to be paid to an employee can create additional 
administration for employers and scheme administrators. The OTS has therefore 
recommended removal of the current limits on dividend reinvestment. 
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OTS’s recommendations 
 
Remove the dividend cap and permit all dividends earned on SIP shares which are 
held in the scheme to be reinvested in the scheme. 
 
We considered whether it would be sufficient to increase the cap amount, but 
decided against this as the same amount of work would still be required to assess 
whether individual participants were affected by the new cap, and this would not 
result in any simplification. 
 
Remove the three year limit on the carry forward of cash dividends to be used in 
dividend re-investment. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 32
 
3.34 The Government recognises that the difficulties identified by the OTS are likely 
to develop over time as employees add to the number of shares they hold within a 
SIP, and thereby build up the stake they hold in their company. It will therefore 
consider these proposed changes carefully – including the potential Exchequer 
impact, the number of businesses and employees affected, and any balance 
between simplification benefits and effective targeting of tax advantages. If the 
Government proceeds with changes in this area, it will publish draft clauses in 
autumn 2012, for legislation in 2013. 
 
3.35 In order to inform its consideration of these recommendations, the 
Government would welcome views and evidence on the questions set out at 
paragraph 3.3 above, and also responses to the following: 
  What further evidence is there of the number of SIP participants who 

would benefit from these proposed changes? 
 

SAYE savings periods 
 
3.36 Under SAYE, an employee can save a fixed monthly amount between £5 and 
£250 in a three or five year savings contract, and will be entitled to a tax free bonus 
on their savings at a rate set out in the SAYE rules. At the end of their savings 
contract, the employee may withdraw their savings and any tax free bonus, or use 
these amounts to exercise share options at a price specified at the start of the 
contract.  
 

3.37 An employee who has completed a five year SAYE contract may retain their 
savings within the scheme for a further two years, in which case a higher tax free 
bonus will be payable. This usually enables the employee to purchase additional 
shares under the scheme. The OTS has reported that this entitlement to a higher 
bonus after seven years can lead to errors in capital gains tax calculations where 
employees have multiple schemes vesting in the same year, and is rarely used by 
SAYE participants. It has therefore recommended removal of this option. 
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OTS’s recommendation 
 
Remove the SAYE seven year savings period. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 33
 
3.38 The Government will consider this proposed change carefully – including the 
number of employees that could be affected, and any balance between simplification 
and the benefits currently available to SAYE participants. If the Government 
proceeds with change in this area, it will publish details in autumn 2012, for 
implementation in 2013. 
 
3.39 In order to inform its consideration of this recommendation, the Government 
would welcome views and evidence on the questions set out at paragraph 3.3 
above, and also responses to the following: 
  What further evidence is there of the number of SAYE participants who 

would be affected by this proposed change? 
 

Non PAYE contributions under SAYE 
 
3.40 Contributions to SAYE savings contracts are normally made by deduction from 
the participant’s salary. However, there are a number of exceptions permitted in the 
SAYE rules, for example during periods of maternity leave or where the employee is 
a reservist who has been called up for military service. The OTS has reported that 
the limited range of circumstances in which savings can be made otherwise than 
from salary is insufficiently flexible for businesses and employees, for example 
because it does not include employees on secondment or sabbatical. The OTS has 
further suggested that the current exceptions may not fit with employers’ wider 
human resource policies. It has therefore recommended an increase in the flexibility 
available to employers under SAYE. 
 
OTS’s recommendation 
 
The circumstances in which savings can be made otherwise than from salary should 
be expanded, with the circumstances to be agreed by the establishing company. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 33
 
3.41 The Government recognises the case for exceptions to the general principle 
that SAYE contributions should be deducted from salary, and wishes to ensure the 
appropriate flexibility for employers and employees in this area. However, the current 
general rules provide an orderly basis for contributing to SAYE, and may reduce the 
risk of SAYE savings contracts not being fulfilled. The Government will therefore 
consider whether increased flexibility in this area could provide the same level of 
security against default of a savings contract. It will also consider whether the issues 
identified by the OTS might be addressed by adding to the exceptions permitted in 
the SAYE rules, so as to maintain a greater level of consistency for SAYE 
participants. 
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3.42 In order to inform its consideration of these issues, the Government would 
welcome views and evidence on the questions set out at paragraph 3.3 above, 
and also responses to the following: 
  Would the approach proposed by the OTS have any impact on the 

fulfilment of SAYE contracts? Where possible, views and evidence on 
the number of employees affected would be welcome. 

  What additions to the exceptions currently permitted in the SAYE rules 
would businesses and SAYE participants find useful? Where possible, 
views and evidence on the number of employees affected would be 
welcome. 

 

EMI disqualifying events 
 
3.43 On the occurrence of a ‘disqualifying event’, EMI options must be exercised by 
the employee within 40 days in order for tax advantages to apply. The relevant 
disqualifying events are specified in legislation, and some of these events are set out 
in the OTS’s report: 
 
Disqualifying events include: 
  the company losing its independent status, 

 the company ceasing to meet the trading activities requirement, 

 the employee ceasing to qualify as a result of ceasing to be employed or 
ceasing to meet the working time requirement, 

 certain changes to the company’s share capital, and 

 the grant of a CSOP option if, immediately after the grant of the CSOP option, 
the employee holds unexercised options over shares with a value of more than 
£120,000. 

OTS’s review of tax advantaged employee share schemes: final report, page 34
 
3.44 The OTS has reported that, in some circumstances, the 40 day limit on 
exercise of EMI options after a disqualifying event may be impractical, for example 
where an individual is leaving a company and a compromise agreement must be 
agreed. This 40 day limit is also shorter than the six months that applies for ‘good 
leavers’ who hold SAYE and CSOP options. 
 
OTS’s recommendation 
 
Extend the 40 day exercise period to six months. 

OTS’s review of tax advantaged employee share schemes: final report, page 34
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3.45 EMI is designed to help small and medium sized businesses recruit or retain 
employees. It allows individuals to benefit from tax advantages on growth in share 
value to which they have contributed as an employee of the company. There may be 
a risk of ineffective targeting if an individual can benefit from tax advantages on 
growth in share value that occurs some time after they have left the company. In 
addition, EMI is a notified State aid, and changes to the EMI legislation or other 
aspects of the scheme must be cleared with the European Commission before they 
can be implemented. 
 
3.46 However, the Government recognises that the current 40 day exercise period 
may create difficulties in some circumstances. It will therefore consider this proposed 
change carefully, including any potential Exchequer costs and impact upon the 
targeting of tax advantages. If the Government proceeds with change in this area, it 
will publish draft clauses in autumn 2012, for legislation in 2013. In order to inform its 
consideration of this recommendation, the Government would welcome views and 
evidence on the questions set out at paragraph 3.3 above. 
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4. Further investigation into the relevance 
of CSOP 
 
4.1 Under CSOP, selected employees and full time directors may be granted tax 
advantaged options over shares with a maximum value of £30,000. 
 
4.2 The OTS has reported that the policy rationale for CSOP is unclear: 
 
Unclear policy rationale 
 
There is one final point to consider when reviewing CSOP, which is the policy 
rationale behind the scheme. 
 
The CSOP limit of £30,000 has remained unchanged since its introduction in 1996. If 
CSOP is aimed at executives, the limit is too low; if aimed at all employees, it is too 
high. This is the conclusion of feedback we have received throughout the roadshows, 
evidenced by the fact that, as far as it is possible to identify, CSOP is increasingly 
used for middle managers rather than senior executives. 

Is CSOP’s current purpose to provide an alternative discretionary option scheme for 
non EMI companies? If that is the case, then the additional limitations set out above 
are so much more burdensome than those set out in EMI that the administrative 
burden is disproportionate to the value that can be obtained under the scheme. 

A key advantage of having CSOPs is to allow companies which cannot meet the 
extremely detailed requirements of the SIP and SAYE legislation to offer an approved 
share plan to their employees. 

OTS’s review of tax advantaged employee share schemes: final report, page 88
 
4.3 The OTS has also noted evidence of a decline in use of CSOP over the last 
10 years. During its review, the OTS found it difficult to identify clearly the types of 
companies using CSOP, and why these companies use the scheme. The OTS has 
therefore recommended further investigation into the relevance of CSOP for UK 
businesses. This is one of the three main recommendations in its report. 
 
OTS’s recommendation 

We have seen considerable evidence through HMRC data that the use of CSOPs is 
declining significantly. At the same time, we have had strong representations from 
some users of CSOP’s value. We are therefore unable to conclude definitively on the 
continuing relevance of CSOPs. The OTS therefore recommends that further work, 
either by the OTS or by HMRC, should be carried out to investigate whether the 
CSOP is still relevant for UK business. 

The aim of the further work would be, among other things, to get a clearer picture of 
which companies currently use CSOPs and why. That might lead to a 
recommendation to amend the EMI rules to cover most CSOP users’ needs. 

OTS’s review of tax advantaged employee share schemes: final report, pages 
11–12 
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4.4 The Government accepts this recommendation and will carry out further work 
to investigate the current relevance of CSOP. This will take into account evidence 
already available to the Government on the current use of the scheme by 
businesses. To further inform its consideration of this issue, the Government would 
welcome any new economic evidence on whether the scheme as currently 
used:  has a positive effect on productivity and economic growth, and  addresses market failures and supports Government objectives in a 

cost effective and targeted way that justifies support through the tax 
system. 

 
4.5 The outcome of the Government’s work in this area will be announced during 
autumn 2012, for consultation where appropriate. 
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5. Other recommendations made by the 
OTS 
 
Introduction 
 
5.1 It has not been possible for the Government to accept all of the OTS’s 
recommendations. In some cases, for example in relation to HMRC’s return and 
information filing requirements, the OTS’s proposals will be explored further as part 
of future work or reviews. In relation to the recommendation on ‘good leavers’, the 
Government accepts the OTS’s analysis of potential complexity within the current 
rules, but is seeking views on an alternative approach to that suggested by the OTS. 
Further details are set out below. 

 
Annual returns 
Online filing 
 
5.2 Businesses operating tax advantaged schemes are required to notify HMRC 
of option grants or share awards using an annual return. There is currently a different 
annual return for each of the four schemes, and returns must be submitted to HMRC 
on paper. There is also a requirement that businesses separately notify HMRC of the 
grant of EMI options. The OTS has reported that this involves a duplication of effort in 
certain cases, and can increase the risk of reporting error. 

 
OTS’s recommendations 

Annual returns - Create a single annual return form on which all option grants and 
share awards pertinent to all tax advantaged schemes can be recorded and notified 
to HMRC. There should be an opportunity for companies and share schemes 
administrators to input into the design of the new forms to enable information to be 
downloaded from systems with minimal manual input thus reducing chances of 
incorrect information being recorded, whilst retaining key information for national 
statistics purposes. 
 
Online filing - Introduce online filing for share plan returns. This should apply both to 
annual returns and, should HMRC wish to make an enquiry into a tax advantaged 
scheme, the scheme documentation. As a starting point filing could be by submitting 
portable document formats (pdfs) of completed forms or ideally by the use of 
intelligent HMRC forms. In the long term, HMRC should consult with scheme 
administrators and adopt similar platforms whereby companies can download and 
upload scheme data onto a secure site. 
 
In the long term, we would recommend that real time recording replaces the annual 
return. This would result in transparent relationships between HMRC and companies, 
alignment with PAYE remittances, and allow HMRC to keep track of option grants (so 
for example HMRC would easily be able to identify unusual or irregular activity in 
connection with option grants or share awards). It would also take off the pressure 
from the system whereby HMRC would not be receiving thousands of forms at one 
point in time as happens with the current annual return process. 
 
OTS’s review of tax advantaged employee share schemes: final report, pages 
17–18 
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5.3 It is expected that self certification of SIP, SAYE and CSOP will involve 
changes to the HMRC return and information requirements for these schemes. 
HMRC will therefore take account of these recommendations as it develops 
arrangements for self certification of schemes in consultation with businesses. 
 

‘Good Leavers’ 
 
5.4 Under SIP, SAYE and CSOP, tax advantages are generally conditional upon 
shares being held within the scheme for a specified period, or share options being 
exercised after a time limit has elapsed. However, there are exceptions set out in 
legislation where shares can be acquired, or options exercised, before the expected 
date and still benefit from tax advantages. In such cases, the participant may be 
regarded as a ‘good leaver’. The OTS’s report sets out ‘good leaver’ circumstances 
for the schemes: 
 
SIP 
…good leaver provisions apply to employees ceasing to be an employee of the 
company or group within five years of award of the relevant SIP shares, by reasons 
of injury or disability, on dismissal by reason of redundancy, by reason of a transfer 
under TUPE regulations, by reason of change of control of the employee’s employer 
ending that company’s status as an associated company under the scheme, by 
reason of retirement on or after a specified retirement age or on death. 
 
SAYE 
…good leaver provisions apply for employees leaving employment within three years 
of the grant of an SAYE option. These provisions are more restrictive than for SIP 
and do not specifically require that options can be exercised within three years and 
without income tax should an employment end by reason of TUPE transfer (although 
in many cases this equates to redundancy) or a change of control of the employee’s 
employer ending that company’s status as an associated company under the 
scheme. The major area of inconsistency is where the employee’s employing 
company is sold outside the group, when the compulsory good leaver provisions do 
not apply. 
 
CSOP 
…the only good leaver reasons are redundancy, injury, disability, retirement or death. 
Unlike SAYE and SIP, the scheme does not have to include these good leaver 
provisions. However, HMRC’s practice is to require companies’ rules to spell out 
whether or not good leavers may exercise. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 21 
 
5.5 The OTS has suggested that these rules create complexity by providing for 
different treatment of participants across the schemes. In some cases under the 
current rules, participants may lose tax advantages where they leave a company for 
reasons beyond their own control. The OTS has also suggested that the current rules 
may prevent companies applying rules that meet their own commercial and human 
resource requirements. 
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OTS’s recommendation 
 
We recommend changing the approach to the legislation and setting a presumption 
that any leaver is ‘good’ except for those that fall into certain limited situations. Hence 
employees may exercise their options if they leave employment unless they are a 
“bad leaver”. That term would mean voluntary resignation or dismissal with cause. 
Where the bad leaver rules do not apply, we recommend that options must be 
exercised within six months of the date of cessation of employment, or 12 months in 
the event of the participant’s death in order to retain the “good leaver” tax treatment, 
as is the case currently. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 20 
 
5.6 The current holding periods and time limits for schemes generally target tax 
advantages on employees who remain with a company over a sustained period. For 
reasons of effective targeting, potential Exchequer impact and the need to guard 
against abuse of the schemes, the Government believes that circumstances in which 
a participant can leave a scheme early and benefit from tax advantages should 
remain specified exceptions to the normal rules. As such, it is not consulting on the 
precise OTS proposal set out above. 
 
5.7 However, the Government does accept the points made by the OTS 
concerning potential complexity that can arise from the current inconsistency across 
schemes. It therefore suggests that ‘good leaver’ circumstances could be 
harmonised for SIP, SAYE and CSOP – and proposes that such harmonisation could 
be based on the position that currently applies for SIP, which generally provides the 
widest range of ‘good leaver’ circumstances available under the schemes. Within any 
aligned definition however, it is proposed that it should remain optional for ‘good 
leaver’ provisions to be included in CSOP awards, as is currently the case. 
 
5.8 In relation to its proposal that the SAYE and CSOP ‘good leaver’ 
circumstances be extended to match those currently in place for SIP, the 
Government would welcome views and evidence on the following: 
  How far would harmonisation of ‘good leaver’ circumstances for SIP, 

SAYE and CSOP achieve simplification? 
  What impact would the proposed change have on businesses and 

individuals, in terms of one-off or ongoing costs/savings? 
  What impact would the proposed change have on the number of SAYE 

and CSOP participants treated as ‘good leavers’? 
 

Merging CSOP and EMI 
 
5.9 One of the OTS’s main recommendations is that, if the evidence of further 
investigation into the relevance of CSOP points to retaining the scheme, CSOP 
should be merged with EMI. 
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OTS’s recommendation 
 
We propose the creation of one set of tax rules governing all tax advantaged 
discretionary option grants appropriate for use by companies, regardless of their size 
and trading activities. 
 
Smaller, higher risk companies would continue to benefit from higher limits to ensure 
the continued incentives for growth as is currently the case under EMI. 
 
OTS’s review of tax advantaged employee share schemes: final report, page 12 
 
5.10 As detailed in Chapter 4, the Government will investigate whether CSOP 
remains relevant for UK businesses, and the outcome of this work will be announced 
during autumn 2012. In view of this investigation, the Government believes that it 
would not be appropriate to consult on this recommendation at the present time. 
 

Approved savings carrier 
 
5.11 In order to offer an SAYE scheme, a business is required to engage a savings 
carrier authorised to operate a certified SAYE savings contract. The OTS has 
reported that this may involve a charge to smaller companies, where there may be 
few participants in the scheme. 
 

OTS’s recommendation 
 
We recommend that the issue of approved SAYE savings carriers is taken into 
account by the Department for Business, Innovation and Skills (BIS) in their longer 
term review into the wider application of employee ownership among smaller private 
companies. 

OTS’s review of tax advantaged employee share schemes: final report, page 34
 
5.12 The Government notes this recommendation for further consideration by the 
appropriate department.  
 

Other recommendations 
 
5.13 While recognising the points made and evidence gathered by the OTS during 
its review, the Government has decided not to proceed with some of the OTS’s 
recommendations. This is a result of balancing simplification against the 
Government’s wider objectives for the tax system – given risks and concerns around 
potential Exchequer impact, the need to ensure that tax advantages remain 
effectively targeted and, in some cases, the risk of opening schemes to abuse. In 
addition, some of these recommendations concern EMI, which is a notified State aid. 
Changes to the EMI legislation or other aspects of the scheme must be cleared with 
the European Commission before they can be implemented. 
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5.14 The Government is therefore not consulting on the following 
recommendations: 
  That companies with more than one class of shares should be permitted to 

operate SAYE and CSOP without requiring compliance with conditions that do 
not apply to a company with only one class of ordinary share (OTS’s review of 
tax advantaged employee share schemes: final report, page 25). Among other 
factors, the Government is concerned that this may provide scope in some 
cases for manipulation and abuse of the schemes. 

  That associated companies should be permitted to participate in tax 
advantaged schemes provided they are subsidiaries of the company whose 
shares are being offered under the scheme (OTS’s review of tax advantaged 
employee share schemes: final report, page 26). This recommendation would 
extend eligibility for the schemes, and the Government is concerned that this 
could lead to significant additional Exchequer costs. 

  That the tax free holding period for all SIP shares should be reduced to a 
standard three years (OTS’s review of tax advantaged employee share 
schemes: final report, page 30). The Government is unable to pursue this 
recommendation because of its likely Exchequer impact. 

  That the EMI working time eligibility requirement should be removed for 
employees who are not directors (OTS’s review of tax advantaged employee 
share schemes: final report, page 35). This recommendation is not being 
pursued given the Government’s desire to ensure that EMI generally remains 
targeted on employees who commit a specified amount of their working time to 
a qualifying company or group. 

  That certain trades should be removed from the list of activities which exclude 
a company from offering EMI options (OTS’s review of tax advantaged 
employee share schemes: final report, page 35). This recommendation is not 
being pursued given the Government’s desire to ensure that EMI tax 
advantages remain targeted, and in view of its potential Exchequer impact.  
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6. Tax Impact Assessment 
 
Summary of Impacts 
 

2012-13 2013-14 2014-15 2015-16 2016-17 Exchequer 
impact (£m) 

     

 Any Exchequer impact will depend on decisions made as a result 
of this consultation. Detailed costings will be subject to scrutiny by 
the Office for Budget Responsibility, and will be set out at Budget 
2013 where appropriate. 

Economic 
impact 

The changes considered in this consultation are not expected to 
have any significant macroeconomic impacts.  

Impact on 
individuals and 
households 

Individuals participating in tax advantaged share schemes benefit 
from tax and NICs relief on employee shares. The schemes also 
enable these individuals to own a stake in the companies for 
which they work, and to share in the growth of these companies. 
 
Many of the proposed changes within this consultation could 
encourage further take up of schemes by employees, or increase 
the benefits available to scheme participants. For example, it is 
anticipated that proposals in relation to cash takeovers; the 
material interest rules; SIP dividend reinvestment; SAYE and 
CSOP ‘good leaver’ provisions; and EMI disqualifying events 
could increase the tax advantages available to individuals in 
certain circumstances. 
 
The proposed changes in relation to retirement provisions within 
the schemes; SIP partnership shares and accumulation periods; 
and SAYE savings periods could reduce the benefits available to 
individuals in certain circumstances. 
 
Further assessment of any impact on individuals and households 
will be based on information gathered during this consultation. 

Equalities 
impacts 

Detailed information on the use of the schemes by individuals 
with protected characteristics is not available.  
 
The impact of any change to retirement provisions within the 
schemes might differ according to an employee’s age. Elsewhere, 
it is not anticipated that any of the proposed changes within this 
consultation would impact disproportionately on any individuals 
with protected characteristics.  
 
Further assessment of potential equalities impacts will be based 
on information gathered during this consultation. 

Impact on 
businesses and 
Civil Society 
Organisations 

No business is required to offer tax advantaged share schemes, 
but those businesses that do offer schemes report positive 
benefits. These include benefits in relation to recruitment and 
retention of employees and in the flexibility of remuneration 
packages. Businesses offering tax advantaged share schemes 
may also benefit from relief of employer NICs and a Corporation 
Tax deduction. 
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Many of the proposed changes within this consultation could 
reduce costs and administrative burdens for those businesses 
that offer tax advantaged schemes. For example, it is anticipated 
that self certification could reduce the time it takes for a business 
to establish a scheme. In addition, business costs or uncertainty 
could be reduced by proposals in relation to the prescriptive rules 
regarding the operation of schemes; SIP partnership shares and 
accumulation periods; SIP dividend reinvestment; SAYE savings 
periods; and the currently uncapped NICs charge in cases of 
cash takeover.  
 
Other proposed changes within this consultation could enable 
more employers to offer tax advantaged schemes, or increase the 
flexibility available to those that already offer schemes. This 
includes proposals in relation to the use of restricted shares and 
non PAYE contributions to SAYE savings contracts. 
 
It is not expected that any of the proposed changes within this 
consultation would increase the cost of offering a tax advantaged 
share scheme, although there may be some one-off costs for 
businesses needing to familiarise themselves with any changes to 
scheme rules. 
 
Further assessment of any impact on businesses and Civil 
Society Organisations will be based on information gathered 
during this consultation.  

Impact on 
HMRC or other 
public sector 
delivery 
organisations 

No major impact is expected. Self certification of schemes would 
remove HMRC costs associated with approving schemes, but 
resources would need to be redeployed to the additional advisory 
or compliance work that would be necessary under self certified 
arrangements. 

Other impacts Small firm impact test: No additional costs for small firms are 
expected from any of the proposed changes. As set out above, 
many of these proposed changes could reduce the cost of 
offering a scheme, or increase the flexibility available to 
businesses that offer schemes. Further analysis of any impact 
upon small firms will be based on information gathered during this 
consultation. 
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7. Summary of Consultation Questions 
 
In relation to the OTS’s recommendation on self certification of SIP, SAYE and 
CSOP schemes (paragraphs 2.4 – 2.7): 
 
1. Which, if any, features of SIP, SAYE or CSOP require further clarity or 

additional guidance to be available, in order to enable self certification of 
schemes? 

 
2. What practical issues could self certification present for businesses? 

Examples include the time at which self certification should take place, and 
who can be responsible for self certification of a scheme? 

 
3. What safeguards will be appropriate to protect businesses and employees, 

and provide them with certainty in relation to the tax treatment of their 
arrangements? 

 
4. Will any system of advance assurance or clearance be required, taking into 

account the desirability of avoiding lengthy and complex approval processes? 
 

5. How should the necessary information requirements operate? 
 

6. What will be the impact of self certification in terms of one-off or ongoing 
costs/savings for businesses? 

 
In relation to the OTS’s recommendations concerning prescriptive rules regarding 
operation of schemes (paragraphs 2.8 – 2.9): 
 
7. Should the current requirements concerning the provision of information to 

scheme participants be changed, and if so how? 
 
8. If these requirements were relaxed, what safeguards will be necessary to 

ensure that participants receive sufficient, correct and timely information? 
 
9. Are there any other areas in which operational or administrative requirements 

of the schemes should be updated? 
 
10. What would be the impact of any changes proposed, in terms of one-off or 

ongoing costs/savings for businesses? 
 
In relation to the OTS’s recommendation concerning the current rules on scheme 
features not essential or reasonably incidental for the provision of shares or 
share options to employees (paragraphs 2.10 – 2.13): 
 
11. What form would an alternative purpose test or framework take if it was to 

provide businesses with the appropriate level of certainty in a self certified 
environment, while also providing necessary safeguards against abuse or 
ineffective targeting? 

 
12. What would be the impact of any change proposed, in terms of one-off or 

ongoing costs/savings for businesses? 
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For each of the OTS’s recommendations covered in Chapter 3: 
 
13. How far would the change proposed by the OTS simplify the position? 
 
14. What would be the effect of the proposed change – including any potential 

implementation issues for businesses and individuals? 
 
15. Where appropriate, how would the proposed change operate under self 

certified arrangements for SIP, SAYE and CSOP? In particular, would the 
change make the process of self certification easier, or create any difficulties? 

 
16. What impact would the proposed change have on businesses and individuals, 

in terms of one-off or ongoing costs/savings? 
 
In relation to the OTS’s recommendation concerning SIP, SAYE and CSOP 
retirement provisions (paragraphs 3.6 – 3.8): 
 
17. What common rule or principles could be applied to align the retirement 

provisions for SIP, SAYE and CSOP in a way that would:  be fair to all participants;  provide certainty for employers and employees; and  contain the necessary safeguards to ensure that these provisions only 
apply to employees who genuinely retire, and not those who leave a 
business for some other reason? 

 
18. What impact would this approach have on the number of participants treated 

as having retired for the purposes of the schemes? 
 
In relation to the OTS’s recommendations concerning the use of restricted shares 
in SIP, SAYE and CSOP (paragraphs 3.17 – 3.20): 
 
19. What type of restrictions, in addition to those currently permitted, would 

businesses apply to shares awarded under SIP, SAYE or CSOP? 
 
20. What safeguards would be necessary to ensure:  That tax advantages attach only to those shares which allow 

employees a meaningful stake in the business?  That any restrictions are applied fairly, and in a way that is consistent 
with the ‘all employee’ nature of a scheme where appropriate?  That arrangements for transferring restricted shares to an employee do 
not create significant new burdens or costs, or any risk of abuse? 

 
In relation to the proposed removal of paragraph 78 of Schedule 2 to the Income 
Tax (Earnings and Pensions) Act 2003 (paragraphs 3.21 – 3.23): 
 
21. Are there any undesirable impacts that might arise from the removal of this 

provision? 
 
In relation to the operation of PAYE for SIP shares that leave a plan early 
(paragraphs 3.28 – 3.31): 
 
22. What practical and timing issues can arise for employers and trustees from the 

operation of PAYE in relation to shares that leave a SIP early? 
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23. Which modes of communication do employers and trustees use when 
contacting participants whose shares leave a SIP early? 
 
In relation to the OTS’s recommendation that limits on SIP dividend reinvestment 
be removed (paragraphs 3.32 – 3.35): 
 
24. What further evidence is there of the number of SIP participants who would 

benefit from these proposed changes? 
 
In relation to the OTS’s recommendation that the seven year option under SAYE 
be removed (paragraph 3.36 – 3.39): 
 
25. What further evidence is there of the number of SAYE participants who would 

be affected by this proposed change? 
 
In relation to the OTS’s recommendation on contributions to SAYE savings 
contracts made otherwise than from salary (paragraph 3.40 – 3.42): 
 
26.  Would the approach proposed by the OTS have any impact on the fulfilment of 

SAYE contracts? Where possible, views and evidence on the number of 
employees affected would be welcome. 

 
27. What additions to the exceptions currently permitted in the SAYE rules would 

businesses and SAYE participants find useful? Where possible, views and 
evidence on the number of employees affected would be welcome. 

 
In relation to the relevance of CSOP (Chapter 4): 
 
28. The Government would welcome any new economic evidence on whether the 

scheme as currently used:  has a positive effect on productivity and economic growth, and  addresses market failures and supports Government objectives in a 
cost effective and targeted way that justifies support through the tax 
system. 

 
In relation to the proposal to extend the ‘good leaver’ circumstances for SAYE 
and CSOP, so as to match those currently in place for SIP (paragraphs 5.7 – 
5.8): 
 
29. How far would harmonisation of ‘good leaver’ circumstances for SIP, SAYE 

and CSOP achieve simplification? 
 
30. What impact would the proposed change have on businesses and individuals, 

in terms of one-off or ongoing costs/savings? 
 
31. What impact would the proposed change have on the number of SAYE and 

CSOP participants treated as ‘good leavers’? 
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8. The Consultation Process 

 
This consultation is being conducted in line with the Tax Consultation Framework. 
There are 5 stages to tax policy development: 
 
Stage 1 Setting out objectives and identifying options. 
Stage 2 Determining the best option and developing a framework for 

implementation including detailed policy design. 
Stage 3 Drafting legislation to effect the proposed change. 
Stage 4 Implementing and monitoring the change. 
Stage 5  Reviewing and evaluating the change. 
 
This consultation covers recommendations made by the OTS in its review of tax 
advantaged share schemes. In some cases, further work is required to develop 
detailed proposals based on the OTS’s recommendation, while in others the OTS’s 
recommendation contains a detailed proposal. 
 
Where further work or consideration is required before a detailed proposal can be 
developed, this consultation is taking place during stage 1. This applies to the OTS’s 
recommendations in relation to self certification of schemes; prescriptive rules 
regarding the operation of schemes; and scheme features that are not 
essential or reasonably incidental to the provision of shares or share options. 
In these cases, the purpose of consultation is to inform development of proposals 
based on the OTS’s recommendations, for implementation no later than 2014. 
 
For a number of the OTS’s recommendations, this consultation is taking place during 
stage 2. The purpose of consultation is to seek views on the detailed policy design 
and implementation of specific proposals made by the OTS. This applies to the 
OTS’s recommendations in relation to cash takeovers; uncapped PAYE and NICs 
liability on cash takeovers; the material interest rules; restrictions on the 
shares that can be used within schemes; the removal of redundant SIP 
legislation; SIP partnership shares and accumulation periods; SIP dividend 
reinvestment; SAYE savings periods; and the EMI option exercise period 
following a disqualifying event. It also applies to the proposal at paragraphs 5.7 – 
5.8 in relation to ‘good leaver’ rules for SAYE and CSOP. If the Government 
proceeds with changes in these areas, it will publish details (and draft clauses where 
appropriate) in autumn 2012, for implementation in 2013. 
 
In some cases where the OTS has made a detailed proposal, the Government is 
seeking further evidence, in addition to views on the OTS’s proposal. This applies to 
the OTS’s recommendations in relation to the retirement provisions under the 
schemes; the operation of PAYE in relation to SIP shares that leave a plan 
early; and non PAYE contributions to SAYE savings contracts. In these cases 
this consultation combines stage 1 and 2, since further evidence might support 
modification of a proposal, or the development of additional proposals. If the 
Government proceeds with changes in these areas, it will publish details (and draft 
clauses where appropriate) in autumn 2012, for implementation in 2013. 
 
The Government’s consideration of the relevance of CSOP (see Chapter 4) 
combines stage 1 and 2. The outcome will be announced during autumn 2012, for 
consultation where appropriate. 
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How to respond 
 
A summary of the questions in this consultation is included at Chapter 7. 
 
Responses should be sent by 18 September 2012, by e-mail to 
shareschemes@hmrc.gsi.gov.uk or by post to: Employee Shares and Securities Unit, 
Room G53, 100 Parliament Street, London SW1A 2BQ 
 
Telephone enquiries should be made to 020 7147 2658 (from a text phone prefix this 
number with 18001). 
 
Paper copies of this document or copies in Welsh and alternative formats (large print, 
audio and Braille) may be obtained free of charge from the above address. This 
document can also be accessed from the HMRC Internet site at 
http://www.hmrc.gov.uk/consultations/index.htm. All responses will be acknowledged, 
but it will not be possible to give substantive replies to individual representations. 
 
When responding please say if you are a business, individual or representative body. 
In the case of representative bodies please provide information on the number and 
nature of people you represent. 
 

Confidentiality 
 
Information provided in response to this consultation, including personal information, 
may be published or disclosed in accordance with the access to information regimes. 
These are primarily the Freedom of Information Act 2000 (FOIA), the Data Protection 
Act 1998 (DPA) and the Environmental Information Regulations 2004. 
 
If you want the information that you provide to be treated as confidential, please be 
aware that, under the FOIA, there is a statutory Code of Practice with which public 
authorities must comply and which deals with, amongst other things, obligations of 
confidence. In view of this it would be helpful if you could explain to us why you 
regard the information you have provided as confidential. If we receive a request for 
disclosure of the information we will take full account of your explanation, but we 
cannot give an assurance that confidentially can be maintained in all circumstances. 
An automatic confidentiality disclaimer generated by your IT system will not, of itself, 
be regarded as binding on HM Revenue and Customs (HMRC). 
 
HMRC will process your personal data in accordance with the DPA and in the 
majority of circumstances this will mean that your personal data will not be disclosed 
to third parties. 
 

The Consultation Code of Practice 
 
This consultation is being conducted in accordance with the Code of Practice on 
Consultation. A copy of the Code of Practice criteria and a contact for any comments 
on the consultation process can be found in Annex A. 
 

http://www.hmrc.gov.uk/consultations/index.htm
http://www.hmrc.gov.uk/consultations/index.htm
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Annex A: The Code of Practice on 
Consultation 
 

About the consultation process 
 
This consultation is being conducted in accordance with the Code of Practice on 
Consultation. 
 
The consultation criteria 
 
1. When to consult - Formal consultation should take place at a stage when there is 
scope to influence the policy outcome. 
 
2. Duration of consultation exercises - Consultations should normally last for at least 
12 weeks with consideration given to longer timescales where feasible and sensible. 
 
3. Clarity of scope and impact - Consultation documents should be clear about the 
consultation process, what is being proposed, the scope to influence and the 
expected costs and benefits of the proposals. 
 
4. Accessibility of consultation exercise - Consultation exercises should be designed 
to be accessible to, and clearly targeted at, those people the exercise is intended to 
reach. 
 
5. The burden of consultation - Keeping the burden of consultation to a minimum is 
essential if consultations are to be effective and if consultees’ buy-in to the process is 
to be obtained. 
 
6. Responsiveness of consultation exercises - Consultation responses should be 
analysed carefully and clear feedback should be provided to participants following 
the consultation. 
 
7. Capacity to consult - Officials running consultations should seek guidance in how 
to run an effective consultation exercise and share what they have learned from the 
experience. 
 
If you feel that this consultation does not satisfy these criteria, or if you have any 
complaints or comments about the process, please contact: 
 
Amy Burgess, Consultation Coordinator, Budget & Finance Bill Co-ordination Group, 
HM Revenue & Customs, 100 Parliament Street, London, SW1A 2BQ 
 
e-mail hmrc-consultation.co-ordinator@hmrc.gsi.gov.uk 

 

mailto:hmrc-consultation.co-ordinator@hmrc.gsi.gov.uk
mailto:hmrc-consultation.co-ordinator@hmrc.gsi.gov.uk
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Annex B: Relevant (current) Government 
Legislation 
 
 
SIP 
 
The main SIP legislative provisions are sections 488–515 and Schedule 2 to the 
Income Tax (Earnings and Pensions) Act 2003. These provisions, together with 
related provisions in other Acts – including Part 1 Schedule 7D to the Taxation of 
Chargeable Gains Act 1992 (concerning capital gains tax relief); section 95 of the 
Finance Act 2001; sections 392–395, 405–408 and 770 of the Income Tax (Trading 
and Other Income) Act 2005; Chapter 5 of Part 9 of the Income Tax Act 2007; and 
Chapter 1 of Part 11 of the Corporation Tax Act 2009 – make up ‘the SIP Code’. 
 
SAYE 
 
The main SAYE legislative provisions are sections 516–520 and Schedule 3 to the 
Income Tax (Earnings and Pensions) Act 2003. These provisions, together with 
related provisions in Part 2 of Schedule 7D to the Taxation of Chargeable Gains Act 
1992 (concerning the amount of consideration on exercise of options), make up ‘the 
SAYE Code’. 
 
CSOP 
 
The main CSOP legislative provisions are sections 521–526 and Schedule 4 to the 
Income Tax (Earnings and Pensions) Act 2003. These provisions, together with 
related provisions in Part 3 of Schedule 7D to the Taxation of Chargeable Gains Act 
1992 (concerning the amount of consideration on exercise of options), make up ‘the 
CSOP Code’. 
 
Enterprise Management Incentives (EMI) 
 
The main EMI legislative provisions are sections 527–541 and Schedule 5 to the 
Income Tax (Earnings and Pensions) Act 2003. These provisions, together with 
related provisions in Part 4 of Schedule 7D to the Taxation of Chargeable Gains Act 
1992 (concerning capital gains tax on the exercise of qualifying options), make up 
‘the EMI code’. 
 
 

http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2001/9/contents
http://www.legislation.gov.uk/ukpga/2005/5/contents
http://www.legislation.gov.uk/ukpga/2005/5/contents
http://www.legislation.gov.uk/ukpga/2007/3/contents
http://www.legislation.gov.uk/ukpga/2009/4/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2001/9/contents
http://www.legislation.gov.uk/ukpga/2005/5/contents
http://www.legislation.gov.uk/ukpga/2005/5/contents
http://www.legislation.gov.uk/ukpga/2007/3/contents
http://www.legislation.gov.uk/ukpga/2009/4/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents
http://www.legislation.gov.uk/ukpga/2003/1/contents



