
 

 

 Rewarding and incentivising key employees  

 A client wanted two directors to stay and grow the 

company. 

An approved share option scheme was set up which 

gave the directors the option to buy shares in the 

company in 5 years’ time at today’s low prices. 

Three years later, due to the success of the directors 

and the business, an offer came to buy the company. 

The directors purchased the shares and then sold them 

for a profit, paying tax at an effective rate of 10%. 

The company received a tax deduction for both the 

costs of setting up the scheme and for the value of 

shares sold to the directors. 

The directors received cheap shares to be sold at a 

profit with no income tax or NIC liabilities. 

Share schemes provide a way of rewarding employees 

via dividends that are free of NIC and also provide a 

way of locking in and motivating key employees.  

  


