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Global Compensation
Equity compensation programs – stock op-
tions, stock purchase rights, restricted stock, 
restricted stock units, and stock apprecia-
tion rights – are some of the most effective 
motivational tools for employees.  These 
compensation programs, however, often are 
developed for use in the U.S. and do not 
comply with laws and business practices in 
other countries.  Manatt’s Global Compen-
sation attorneys work together with multi-
national clients of all sizes and across a wide 
industry spectrum to modify and structure 
their compensation programs to take ac-
count the following critical issues:

General Taxation
We help multinational companies work 
through highly complex and often confusing 
tax laws that affect global compensation pro-
grams.  Our attorneys develop strategies to 
mitigate and allocate tax liabilities including: 

 Minimizing employee tax liability at the 
time of granting, vesting, and exercising 
awards;

 Minimizing employer tax liability, includ-
ing the use of subplans to qualify for pref-
erential tax treatment and inter-company 
“chargeback” agreements to secure corpo-
rate tax deductions that ordinarily are not 
available;

 Complying with withholding and reporting 
requirements; and

 Minimizing tax consequences for expatriates 
and cross-border employees.

Regulatory Compliance

Our lawyers are well versed in the U.S. and local jurisdic-
tion regulatory requirements that affect equity compensa-
tion programs.  These issues are very broad and encom-
pass securities, currency exchange, privacy, and banking.   
We help clients minimize the risk of legal exposure and 
reduce administrative costs related to U.S. and foreign 
compliance procedures, such as:

 Planning for and complying with securities disclo-
sure and filing requirements;

 Coordinating the transfer of currency from the local 
subsidiary to the parent company; and

 Developing policies to allow companies to collect, 
process, and transfer personal information.

Accounting Issues

With our accounting experience, we are able to assist our 
clients with the changing standards applicable to equity 
compensation programs.  For example, we are helping our 
clients prepare for the new accounting guidelines under 
FAS 123(r).  With these new guidelines in place, we are 
working with our clients in designing compensation al-
ternatives that are equally beneficial to the company and 
the employees.

Employment

We advise our clients on the employment law is-
sues that frequently arise with a global workforce.  
We offer comprehensive counsel on employment re-
lationships to multinational companies, such as: 

 Mitigating entitlement rights to compensation pro-
gram benefits following termination;

 Drafting and reviewing employment contracts, in-
cluding required terms, standard benefits, non-cash 
compensation, vacations, and leaves of absence;

 Advising on employment rights during layoffs and 
spot terminations;

 Creating policies for workplace privacy;
 Creating policies for part-time, fixed-term, and con-

tract workers; and
 Negotiating with works councils and labor unions.

Contact Information
If you have any questions about the design, 
implementation, and maintenance of equity 
compensation programs in any country, 
please contact:

Craig P. Tanner
Partner 
Manatt, Phelps & Phillips, LLP 
1001 Page Mill Road, Bldg., 2
Palo Alto, CA 94304 
P: 650.812.1378 
E: ctanner@manatt.com

John J. Heber
Partner 
Manatt, Phelps & Phillips, LLP 
1001 Page Mill Road, Bldg., 2
Palo Alto, CA 94304 
P: 650.812.1351 
E: jheber@manatt.com               





Country Summaries
In the following pages, we have summarized the issues that multinational 
companies must address when offering equity compensation programs. 
Through our experience with global equity compensation programs, we have 
found that these issues must be addressed in each country where the pro-
grams will be offered.  The issues include: 

 General Taxation

 Withholding, Reporting & Tax Preference Plans

 Corporate Income Tax

 Regulatory

 Employment, Labor & Other
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PLEASE NOTE: The information provided in this booklet is a general summary of global equity compensation program issues 
for multinational companies; and is not intended to be an exhaustive listing of every issue that may apply to your company.  
The information is intended to assist you in spotting the issues your company should be aware of when designing, offering, 
and maintaining these programs.  In addition, the tax, regulatory, and accounting laws change frequently; and these changes 
may not be reflected in this booklet.  Accordingly, the information should not be relied upon and is not meant to express 
any legal opinion or advice. You should consult an attorney for legal advice. COPYRIGHT 2005 by Manatt, Phelps & Phillips, 
LLP. All rights reserved. Manatt, Phelps & Phillips, LLP, 11355 West Olympic Boulevard, Los Angeles, CA 90064. Phone: (310) 
312.4000; fax: (310) 312.4224; website: www.manatt.com.





Definitions & Assumptions
Definitions
The terms listed below are found repeatedly in the country summaries.  These terms commonly are used when describing equity compensation awards.  
However, because the terms may have slightly different meanings depending on the context, we provide the following definitions:

Compensation
Taxable income resulting from stock-based awards that are paid in exchange for services. 
 
Fair Market Value or FMV
The price that an independent party would be willing to pay for a share of stock in an “arms-length” transaction.  For companies that are traded on a public exchange or 
market, the FMV is generally the reported closing selling price of the stock.   
 
Restricted Stock Unit or RSU
The  award of a right to receive, in cash or shares, the value of a share of the issuing company’s stock.   Each unit typically translates to the right to receive, in cash or shares, 
the value of one share of the issuing company’s stock. 
 
Spread 
The difference between the FMV of the issuing company’s stock on the date of exercise/purchase and the price paid by the grantee.
 
Stock Appreciation Right or SAR
A right to receive, in cash or in shares, the increase in FMV over a fixed number of shares and stock price.

Assumptions
In preparing the country summaries, we have made the assumptions listed below.  If the assumptions do not reflect the corporate structure or administrative 
practices of your company, the tax, regulatory, and employment information provided may not be applicable.

 The foreign entity is a wholly-owned subsidiary of the issuing company; 
 The grantees are employees of the local subsidiary; 
 Stock options are granted with an exercise price set at the FMV of the issuing company’s stock on the grant date; 
 Shares from RSU awards are delivered to the grantees on the date the relevant portion of the RSUs vest; and 
 For restricted stock awards, voting and dividend rights are held by the grantee at the time of grant.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE: The Spread is taxable as Compensation. 
 
SALE: The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE: The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE: The FMV of the stock is taxable as 
Compensation.

SALE: The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE: The Spread is taxable as Compensation.

SALE: The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT: The FMV of the stock is taxable as Compensation. 
 
SALE: The post-grant-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING: The FMV of the stock is taxable as 
Compensation. 
 
SALE: The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.  However, reporting is required if the parent company charges the costs to 
the local subsidiary.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No. The Compensation is not tax deductible unless the parent company charges 
the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company?

No. So long as the costs are charged to the local subsidiary, a tax deduction is 
available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or employer required to file a prospectus or register 
shares?

No.  Prospectus and registration requirements should not apply to awards under 
employee stock plans.  The issuing company should take steps to make the offer of 
awards directly and personally to the employees in order to avoid the characterization of 
a public offer.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  In the past, exchange control restrictions have made the offering of equity 
compensation programs difficult.  Currently, the restrictions have been eased and will not 
impact the offering of equity compensation plans.

Data Privacy

Are there any restrictions on processing and transferring the employees’ 
personal information to the parent company or its agents?

Yes. There are strict data privacy restrictions.  Argentinean law requires that employees 
consent to the processing and transfer of data.  In addition, the parent company or local 
subsidiary may be required to register its employee information database with the local 
data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes. Acquired rights claims are more common when the equity compensation plans 
are offered on a regular and frequent basis.  In this case, the benefits from the 
equity compensation plans will likely be considered salary and be factored into the 
determination of severance, bonuses, and retirement pay.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?

No. Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS    NON-QUALIFIED PLAN  
GRANT:  The taxable amount will equal the greater of (i) the FMV 
less the exercise price, or (ii) an amount derived from a formula 
provided in the tax legislation.

SALE: The post-grant-date appreciation is subject to income and 
social taxes.  However, if the shares are held for more than one year, 
the post-grant-date appreciation may be taxed at preferential tax 
rates.

QUALIFIED PLAN 
GRANT:  The option is subject to taxation only if the employee 
elects to be taxed at grant, otherwise the Spread is taxed at 
exercise.  If the employee elects to be taxed at grant, there is no 
additional tax until the shares are sold.

EXERCISE:  If the employee does not elect to be taxed at grant, the 
Spread at exercise is taxable as Compensation.

SALE: The post-grant-date appreciation is subject to income and 
social taxes at sale if the employee elected to be taxed at grant.  If 
the employee did not elect to be taxed at grant, the post-exercise-
date appreciation is subject to income and social taxes.  In either 
case, if the shares are held for more than one year, the appreciation 
may be taxed at preferential tax rates.

SAR – PAID IN CASH  EXERCISE: The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE: The FMV of the stock is taxable as Compensation. 
 
SALE: The post-exercise-date appreciation is subject to capital gain 
tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE: The Spread is taxable as Compensation.

SALE: The post-purchase-date appreciation is subject to capital 
gain tax.

RESTRICTED STOCK   GRANT: The FMV of the stock is taxable as Compensation.

SALE: The post-grant-date appreciation is subject to capital gain 
tax.

RESTRICTED STOCK 
UNITS

  VESTING: The FMV of the stock is taxable as Compensation. 
 
SALE: The post-vesting-date appreciation is subject to capital gain 
tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.

2. Is the employer obligated to withhold social taxes?

No.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.

4. Are tax qualified plans available?

Yes. Tax-favored programs are available.  However, significant modifications to 
the equity compensation plans are required in order to comply with the local 
law.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No. The Compensation is not tax deductible unless the parent company charges 
the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws
Is the parent company or local subsidiary required to file a prospectus or register the 

shares?

Yes. Exemptions to the disclosure and registration requirements are available for publicly-traded 

shares, small employee offerings (20 employees during a 12 month period), and qualified investors. 

If an exemption does not apply, the issuing company may be able to file an abbreviated version of 

the prospectus.

Exchange Controls
Are there restrictions on the exchange and transfer of currency?

No. Reporting may be required for the transfer of currency in excess of A$10,000.

Data Privacy
Are there any restrictions on transferring the employees’ personal information to 

the parent company or its agents?

Yes. There are strict data privacy restrictions.  Australia requires that employees consent to the 

processing and transfer of data.  In addition, the parent company or local subsidiary may be required 

to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights
Are employee acquired rights claims to plan benefits commonplace and enforceable?

Yes. Acquired rights claims are more common when the equity compensation plans are offered on a 

regular and frequent basis.  Australian labor courts have granted damages to employees for the loss 

of stock option benefits in cases of wrongful termination.

Works Council/Labor Unions
Are employers required to negotiate plan and award modifications with works 

councils/labor unions?

No.

Payroll Deductions
Are there restrictions on payroll deductions?  

No. Full disclosure to the employees about the payroll deduction program and the accounts where 

the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax. If the shares are held for more than one year, 
there is no capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

EMPLOYEE STOCK 

PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as Compensation.

SALE:  The post-grant-date appreciation is subject to capital 
gain tax.  If the shares are held for more than one year, there 
is no capital gain tax.

RESTRICTED STOCK 

UNITS

  VESTING:  The FMV of the stock is taxable as Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the local subsidiary is involved in the 
administration of the plan.  Withholding is also required if the parent company 
charges the costs to the local subsidiary. 

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the local subsidiary is involved in the 
administration of the plan.  Withholding is also required if the parent company 
charges the costs to the local subsidiary. 

3. Is the employer obligated to report the Compensation to the tax 

authorities?

No.  However, if the local subsidiary is involved in the administration of the 
plan or if the parent company charges the cost to the local subsidiary, it must 
report the Compensation on various annual filings.   

4. Are tax qualified plans available?

Yes.  With some plan modification, a tax-favored program through which the 
employee may obtain a tax exemption and subsequent tax deferral is available.  

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 

employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 

the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 

secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  So long as the parent company owns 25% or more of the local subsidiary, the local 
securities laws will not apply.  The implementation of the EU prospectus directive may 
modify the local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  Reporting may be required for the holding of shares outside of the country.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many of the EU countries, employee acquired 
rights to plan benefits are becoming more problematic.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the stock plans and submit the plan for 
review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS  GRANT:  The employee is subject to tax on the “grant 
date,” which is considered to be the 60th day following 
the date the grant materials are distributed to the 
employee.  The employee must accept the stock option in 
writing by the grant date, or the stock option is deemed 
rejected.  However, the Belgian Minister of Finance issued 
an interpretation stating that a stock option accepted 
more than 60 days after the date the grant materials are 
distributed would no longer be considered an option, 
but would be considered a right to purchase shares at a 
discount and would be taxed on the Spread at exercise.  At 
least one company has received a private letter ruling from 
the Belgian tax authorities confirming this interpretation.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK  EXERCISE:  The FMV of the stock is taxable as 
Compensation.

EMPLOYEE STOCK 

PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  GRANT:  The FMV of the stock is taxable as 
Compensation.

RESTRICTED STOCK 

UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the local subsidiary is involved in the 
administration of the plan.   Withholding is also required if the parent company 
charges the costs to the local subsidiary.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  For stock options, reporting is required by March 31st following the year 
the Compensation is recognized.  For other awards, reporting is required only if 
the parent company charges the cost to the local subsidiary.

4.  Are tax qualified plans available?

Yes.  For stock options, the tax rate will be reduced by 50% if the underlying 
shares may not be sold for three calendar years from the grant date.  If the 
stock option terms do not restrict the sale of shares, the employee may 
voluntarily undertake to restrict the sale of the shares.  

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 

employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 

the parent company?

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 

secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Maybe.  The offer of stock awards to more than 50 individuals is considered a public 
offer and subject to prospectus requirements.  The determination of 50 individuals is 
made on a per grant basis.  If the 50 individual threshold is exceeded, the offer of stock 
awards must be approved prior to offering.  The securities laws may change with the 
implementation of the EU prospectus directive in July 2005.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many of the EU countries, employee acquired 
rights to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the stock plans and submit the plan for 
review

Payroll Deductions

Are there restrictions on payroll deductions?  

No. Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation 

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The stock option will be taxed at the time of exercise 
only if the parent company charges the costs of the plan to the local 
subsidiary.  In this case, the Spread at exercise will be treated as 
Compensation. 

SALE:  Capital gain tax will be imposed on the sales proceeds less 
the exercise price and any amount that was previously subject 
to income tax.  However, if the sale proceeds do not exceed BRL 
20,000 per month the capital gain is exempt from taxation.

SAR – PAID IN 

CASH

 EXERCISE:  The cash payment is taxable as Compensation only 
if the parent company charges the costs of the plan to the local 
subsidiary.

SAR – PAID IN 

STOCK

  EXERCISE:  The FMV of the stock is taxable as Compensation only 
if the parent company charges the costs of the plan to the local 
subsidiary.

SALE:  Capital gain tax will be imposed on the sales proceeds less 
the exercise price and any amount that was previously subject 
to income tax.  However, if the sale proceeds do not exceed BRL 
20,000 per month the capital gain is exempt from taxation.

EMPLOYEE STOCK 

PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation only if the 
parent company charges the costs of the plan to the local subsidiary.

SALE:  Capital gain tax will be imposed on the sales proceeds less 
the exercise price and any amount that was previously subject 
to income tax.  However, if the sale proceeds do not exceed BRL 
20,000 per month the capital gain is exempt from taxation.

RESTRICTED 

STOCK

  GRANT:  The FMV of the stock is taxable as Compensation only 
if the parent company charges the costs of the plan to the local 
subsidiary.

SALE:  Capital gain tax will be imposed on the sales proceeds less 
the exercise price and any amount that was previously subject 
to income tax.  However, if the sale proceeds do not exceed BRL 
20,000 per month the capital gain is exempt from taxation.

RESTRICTED 

STOCK UNITS
  VESTING:  The FMV of the stock is taxable as Compensation.

SALE: Capital gain tax will be imposed on the sales proceeds less 
the exercise price and any amount that was previously subject 
to income tax.  However, if the sale proceeds do not exceed BRL 
20,000 per month the capital gain is exempt from donations.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding will be required if the parent company charges the 
costs to the local subsidiary. 

2. Is the employer obligated to withhold social taxes?

No.  However, withholding will be required if the parent company charges the 
costs to the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.  However reporting will be required if the parent company charges the cost 
to the local subsidiary.

4.  Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.  However, currency exchange controls 
make charge-back arrangements very difficult.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company?

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Effective March 14, 2005, the Brazilian exchange control restrictions have been 
liberalized.  Central Bank approval is no longer required to remit funds outside of 
Brazil for employee stock plans.  In addition, the repatriation of stock proceeds upon 
termination of employment is no longer required.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  Employees should consent to the processing and transfer of data.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  A signed waiver of acquired rights is recommended.  Acquired rights claims are more 
common when the equity compensation plans are offered on a regular and frequent basis.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

Yes.  Payroll deductions may be restricted.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.
However, if the shares meet certain requirements, 50% of 
the Spread is exempt from taxation.  

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax at marginal income tax rates on 50% of 
the gain.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax at marginal income tax rates on 50% of 
the gain.

EMPLOYEE STOCK 

PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax at marginal income tax rates on 50% of 
the gain.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation. 

SALE: The post-grant-date appreciation is subject to 
capital gain tax at marginal income tax rates on 50% of 
the gain.

RESTRICTED STOCK 

UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax at marginal income tax rates on 50% of 
the gain.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  Income taxes must be withheld and remitted by the 15th day of the 
month following the taxable event.  

2. Is the employer obligated to withhold social taxes?

Yes.  Social taxes must be withheld and remitted by the 15th day of the month 
following the taxable event.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The local subsidiary must report the Compensation by the 15th day of the 
month following the taxable event.  

4. Are tax qualified plans available?

Yes.  For stock options, the award may qualify for a tax exemption on 50% of 
the Spread at exercise and a deferral of income at exercise may be possible if 
certain requirements are met.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

N/A.  

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

N/A.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes (Quebec only).  A prospectus requirement is currently imposed in Quebec.  However, 
the Quebec prospectus requirement will be eliminated in Fall 2005.  Exemptions to the 
securities requirements are available in the other provinces.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  However, acquired rights claims are more common and enforceable in Quebec.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  Income taxes must be withheld and remitted to the tax authorities by the 
seventh day of the month following the taxable event.

2. Is the employer obligated to withhold social taxes?

Yes.  Social taxes are calculated based on the prior year’s income.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The local subsidiary must report the Compensation no later than the 
seventh day of the month following the taxable event.

4.  Are tax qualified plans available?

No.  

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Offers under equity compensation plans are not permitted under the Chinese securities 
law.  Currently, there is no official process to obtain approval to offer the awards.  
However, many foreign companies make offers under equity compensation plans without 
approval.  To date, the Chinese securities officials have not taken any enforcement 
actions against these foreign companies.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  There are significant restrictions on the exchange and transfer of local currency for 
Chinese nationals.  These restrictions make it difficult for employees to exercise options 
and purchase shares.  The exchange control restrictions also impact the local subsidiary’s 
ability to reimburse the parent company for the costs.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.  

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  

Payroll Deductions

Are there restrictions on payroll deductions?  

Yes.  Both the securities law and currency exchange issues make offering equity 
compensation programs with payroll deductions problematic.
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General Taxation

Taxable Event Amount Subject to Tax
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EXERCISE/
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
tax.  There is a two-year holding period for the income 
to be characterized as capital gain.  If the holding period 
is not met the income at sale will be taxed as ordinary 
income.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
tax.  There is a two-year holding period for the income 
to be characterized as capital gain.  If the holding period 
is not met the income at sale will be taxed as ordinary 
income.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
tax.  There is a two-year holding period for the income 
to be characterized as capital gain.  If the holding period 
is not met the income at sale will be taxed as ordinary 
income.

RESTRICTED STOCK    GRANT:  The FMV of the stock is taxable as Compensation 
only if the parent company charges the cost to the local 
subsidiary.

VESTING:  The FMV of the stock is taxable as 
Compensation only if the costs are not charged to the local 
subsidiary.

SALE:  The sales proceeds less any amount previously 
taxed are subject to tax.  There is a two-year holding 
period for the income to be characterized as capital gain.  
If the holding period is not met the income at sale will be 
taxed as ordinary income.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to tax.  
There is a two year holding period for the income to be 
characterized as capital gain.  If the holding period is not 
met, the income at sale will be taxed as ordinary income.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the cost 
to the local subsidiary.

2. Is the employer obligated to withhold social taxes?

No.  However, reporting is required if the parent company charges the cost to 
the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.  However, the local subsidiary is required to report the Compensation that 
is subject to withholding during the regular payroll schedule.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company?

No. So long as the costs are charged to the local subsidiary, a tax deduction is 
available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  Public offers of securities are subject to prospectus and registration requirements.  
However, so long as the offer of equity compensation plan awards are made to a limited 
and known number of people, the securities restrictions should not apply.  The offer of 
awards to greater than 100 employees is more likely to be considered a public offer.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  Exchange control restrictions have been problematic in the past.  Currently, there are 
no restrictions in place.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No. While there are no specific disclosure or registration requirements, employee consent 
to the collecting, processing, and transfer of personal information is recommended.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Acquired rights claims typically are not problematic.  However, acquired right claims are 
more likely when equity compensation plans are offered on a regular and frequent basis.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No. Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  However, capital gain tax will not apply if 
the shares are held for more than six months.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  However, capital gain tax will not apply if 
the shares are held for six months.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  However, capital gain tax will not apply if 
the shares are held for more than six months. 

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.  However, capital gain tax will not apply if 
the shares are held for more than six months.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.  However, capital gain tax will not apply if 
the shares are held for more than six months.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the cost 
to the local subsidiary.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the cost 
to the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.  However, annual reporting of Compensation is required if the parent 
company charges the cost to the local subsidiary.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

Maybe.  There is risk that the Czech Republic tax authorities could challenge 
the deduction.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

No.  A prospectus is not required so long as awards are offered only to employees 
(including directors).  The implementation of the EU prospectus directive in July 2005 may 
modify the local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the stock plans and submit the plan for 
review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  Withholding is only required for SARs paid in cash.

2. Is the employer obligated to withhold social taxes?

No.  Withholding is only required for SARs paid in cash.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  Annual reporting is required.

4. Are tax qualified plans available?

Yes.  Under certain conditions, the employee may defer the taxable event to 
sale.  If deferred, the benefit will be characterized as capital gain.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  The implementation of the EU prospectus directive in July 2005 may modify the local 
prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Under Danish law, the employee retains rights to stock awards, whether vested or 
unvested, following termination (other than voluntary termination) specific notices must 
be provided to the employees at grant.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the stock plans and submit the plan for 
review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  For capital gains tax calculation purposes, 
the deduction from sales proceeds is either:  (i) the actual 
acquisition cost of the shares, (ii) 20% of the sales proceeds 
if the stock is held less than 10 years, or (iii) 50% of the 
sales proceeds if the stock is held for more than 10 years.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  For capital gains tax calculation purposes, 
the deduction from sales proceeds is either:  (i) the actual 
acquisition cost of the shares, (ii) 20% of the sales proceeds 
if the stock is held less than 10 years, or (iii) 50% of the 
sales proceeds if the stock is held for more than 10 years.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.  For capital gains tax calculation purposes, 
the deduction from sales proceeds is either:  (i) the actual 
acquisition cost of the shares, (ii) 20% of the sales proceeds 
if the stock is held less than 10 years, or (iii) 50% of the 
sales proceeds if the stock is held for more than 10 years.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as Compensation.

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.  For capital gains tax calculation purposes, 
the deduction from sales proceeds is either:  (i) the actual 
acquisition cost of the shares, (ii) 20% of the sales proceeds 
if the stock is held less than 10 years, or (iii) 50% of the 
sales proceeds if the stock is held for more than 10 years.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.  For capital gains tax calculation purposes, 
the deduction from sales proceeds is either:  (i) the actual 
acquisition cost of the shares, (ii) 20% of the sales proceeds 
if the stock is held less than 10 years, or (iii) 50% of the 
sales proceeds if the stock is held for more than 10 years.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  Income tax must be withheld in the salary period during which the taxable 
event occurred.

2. Is the employer obligated to withhold social taxes?

Yes.  Social tax must be withheld in the salary period during which the taxable 
event occurred.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  Both monthly reporting for the period during which the taxable event 
occurred and annual reporting.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

Unclear.  The ability to deduct the Compensation, even with reimbursement to 
the parent company, is not settled.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  Whether newly-issued shares or treasury shares are issued by the parent 
company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Unclear.  The ability to deduct the Compensation, even with reimbursement to 
the parent company, is not settled.
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Regulatory  

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  The implementation of the EU prospectus directive in July 2005 may modify the local 
prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the stock plans and submit the plan for 
review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax

G
RA

N
T

VESTIN
G

PU
RCH

A
SE 

EXERCISE/

SA
LE

STOCK OPTIONS   NON-QUALIFIED OPTION 
EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject 
to capital gain tax.

QUALIFIED OPTION
SALE:  The Spread at exercise and post-exercise-
date appreciation is taxed at preferential rates if the 
qualified plan requirements are met.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as 
Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject 
to capital gain tax.

EMPLOYEE STOCK 

PURCHASE PLAN
  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject 
to capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject 
to capital gain tax.

RESTRICTED STOCK 

UNITS
  VESTING:  The FMV of the stock is taxable as 

Compensation.

SALE:  The post-vesting-date appreciation is subject 
to capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  

2. Is the employer obligated to withhold social taxes?

Yes.  For non-qualified options and other stock awards, the local subsidiary 
must withhold and remit social taxes by the 15th day of the month following 
the taxable event.  Withholding does not apply to qualified options.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  Monthly payroll reporting is required for the Compensation received.  
Annual reporting of Compensation is also required.  

4. Are tax qualified plans available?

Yes.  The tax qualified plans are available for stock option, purchase plan, and 
restricted stock awards. 

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.  The parent company must also issue 
treasury shares.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

Yes.  The tax deduction is only available if the parent company issues treasury 
shares and is limited to the difference between the company’s cost basis in the 
shares and the price paid by the employee, if any.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Yes.  The tax authorities are less likely to challenge the tax deduction when it is 
made pursuant to an executed inter-company agreement.
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Regulatory 

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

Yes.  Prospectus and registration requirements apply to offers made to more than 100 
employees.  Offers under a qualified stock option plan are exempt from the prospectus 
and registration requirements.  The implementation of the EU prospectus directive in 
July 2005 may modify the local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the equity compensation plans and submit 
the plan for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation. 
 
SALE:  The post-exercise-date appreciation is subject to 
capital gain tax. If the shares are held for more than one 
year, there is no capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as 
Compensation.

SAR – PAID IN STOCK   EXERCISE: The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.  If the shares are held for more than one 
year, there is no capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  Income tax must be withheld by the 10th day of the month following the 
taxable event.

2. Is the employer obligated to withhold social taxes?

Yes.  Social taxes must be withheld by the 10th day of the month following the 
taxable event.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The Compensation must be reported by the 10th day of the month 
following the taxable event.  Annual reporting is also required.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory 

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

No.  The implementation of the EU prospectus directive in July 2005 may modify the local 
prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  Reporting is required for transfers of currency in excess of €12,500.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  German labor courts have been favorable to employee acquired rights claims.  Non-
discrimination rules also apply.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

Yes.  The works councils have a right of co-determination with respect to employee 
benefits, including equity compensation plans.  Consultation with the works council is 
required.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.  The local subsidiary 
may also be required to establish a separate trust account for the deposit of payroll 
deductions.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS  EXERCISE: The Spread is taxable as Compensation if the 
parent company charges the cost to the local subsidiary.  
If the costs are not charged back, the employee may 
recognize gift tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation 
if the parent company charges the cost to the local 
subsidiary.  If the costs are not charged back, the employee 
may recognize gift tax.

SAR – PAID IN STOCK  EXERCISE: The FMV of the stock is taxable as 
Compensation if the parent company charges the cost to 
the local subsidiary.  If the costs are not charged back, the 
employee may recognize gift tax. 

EMPLOYEE STOCK 

PURCHASE PLAN
 PURCHASE.  The FMV of the stock is taxable as 

Compensation.

RESTRICTED STOCK  VESTING:  The FMV of the shares is taxable as 
Compensation if the parent company charges the cost to 
the local subsidiary.  If the costs are not charged back, the 
employee may recognize gift tax.

RESTRICTED STOCK 

UNITS
 VESTING:  The FMV of the shares is taxable as 

Compensation if the parent company charges the cost to 
the local subsidiary.  If the costs are not charged back, the 
employee may recognize gift tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the cost to 
the local subsidiary.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the cost to 
the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The local subsidiary must report the Compensation along with other 
employee income on a monthly and annual basis.

4. Are tax qualified plans available?

No.  

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company charges 
the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory
 
Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?
No.  The implementation of the EU prospectus directive in July 2005 may modify the local prospectus 
and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?
Yes.  There are strict data privacy restrictions.  Employees must consent to the processing and 
transfer of data.  In addition, the parent company or local subsidiary may be required to register its 
employee information database with the local data privacy authorities.

Employment, Labor & Other 

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?
Yes.  Acquired rights claims are more common when the equity compensation plans are offered on 
a regular and frequent basis.  In many EU countries, employee acquired rights to plan benefits are 
becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  

Payroll Deductions

Are there restrictions on payroll deductions?  

Yes.  The employee’s written consent to allow payroll deductions is required.  Full 
disclosure to the employees about the payroll deduction program and the accounts where 
the funds will be held is strongly recommended.  
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General Taxation

Taxable Event Amount Subject to Tax

G
RA

N
T

VESTIN
G

PU
RCH

A
SE 

EXERCISE/

SA
LE

STOCK OPTIONS  EXERCISE:  The Spread is taxable as Compensation.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK  EXERCISE:  The Spread is taxable as Compensation.

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  VESTING:  The FMV of the stock is taxable as 
Compensation.

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.

2. Is the employer obligated to withhold social taxes?

No.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  Annual reporting of Compensation is required.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  Securities prospectus and registration requirements apply only if the offer is made to 
the general public or the awards are transferable.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No. 

Payroll Deductions

Are there restrictions on payroll deductions?  

Yes.  Technically payroll deductions may be problematic.  Full disclosure to the employees 
about the payroll deduction program and the accounts where the funds will be held is 
strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as 
Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  Withholding is only required if the local subsidiary issues the shares to the 
employees or reimburses the parent company for the costs.

2. Is the employer obligated to withhold social taxes?
No.  Withholding is only required if the local subsidiary issues the shares to the 
employees or reimburses the parent company for the costs.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes. The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

No.  

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  The implementation of the EU prospectus directive in July 2005 may modify the local 
prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the equity compensation plans and submit 
the plan for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   NON-QUALIFIED PLAN 
EXERCISE:  The Spread is taxable as Compensation.
SALE:  The post-exercise-date appreciation is subject to capital 
gain tax.  If the stock is held for less than one year, the income 
is taxed as short-term capital gain at marginal income-tax 
rate.  If the stock is held for longer than one year, the income is 
taxed as long-term capital gain at a flat rate of 20%.
QUALIFIED PLAN 
SALE:  If the requirements of the ESOP regulations are met, 
the difference between the proceeds from the sale of the stock 
and the exercise price will be subject to capital gain tax.  If 
the stock is held for less than one year, the income is taxed 
as short-term capital gain at marginal income-tax rate.  If the 
stock is held for longer than one year, the income is taxed as 
long-term capital gain at a flat rate of 20%.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.
SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to capital 
gain tax.  If the stock is held for less than one year, the income 
is taxed as short-term capital gain at marginal income-tax 
rate.  If the stock is held for longer than one year, the income is 
taxed as long-term capital gain at a flat rate of 20%.

EMPLOYEE STOCK 

PURCHASE PLAN
  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.  If the stock is held for less than one year, the 
income is taxed as short-term capital gain at marginal income-
tax rate.  If the stock is held for longer than one year, the 
income is taxed as long-term capital gain at a flat rate of 20%.

RESTRICTED STOCK   NON-QUALIFIED PLAN 
GRANT: The FMV of the stock will be taxable as 
Compensation.
SALE:  The post-grant-date appreciation is subject to capital 
gain tax.  If the stock is held for less than one year, the income 
is taxed as short-term capital gain at marginal income-tax 
rate.  If the stock is held for longer than one year, the income is 
taxed as long-term capital gain at a flat rate of 20%.
QUALIFIED PLAN 
SALE: So long as the requirements of the ESOP regulations 
are met, the FMV of the restricted stock will be taxable as 
long-term capital gain.

RESTRICTED STOCK 

UNITS
  VESTING:  The FMV of the stock will be taxable as 

Compensation.
SALE:  The post-vesting-date appreciation is subject to capital 
gain tax.  If the stock is held for less than one year, the income 
is taxed as short-term capital gain at marginal income-tax 
rate.  If the stock is held for longer than one year, the income is 
taxed as long-term capital gain at a flat rate of 20%.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  Income taxes must be withheld and remitted to the tax authorities during 
the month following the taxable event.

2. Is the employer obligated to withhold social taxes?

No.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer must report stock plan Compensation annually.

4. Are tax qualified plans available?

Yes.  Under the ESOP regulations, the taxable event may be deferred until sale 
if certain requirements are met.  The stock plan must be filed with the tax 
authorities and subsequent plan modifications must be resubmitted to the tax 
authorities.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  Equity compensation awards to employees are exempt from the securities 
requirements.  However, equity compensation awards to non-employees are subject to 
the prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  Exchange control restrictions have been liberalized over the past two years.  The 
employees are required to transfer the proceeds received from equity compensation plans 
to accounts in India.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.  Currently, there are no express restrictions under India law.  In anticipation of data 
privacy legislation addressing equity compensation plans, employee consent to the 
processing and transfer of data is recommended.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  Acquired rights claims are not common in India.  An employee waiver of acquired 
rights is recommended to reduce the risk of claims by employees.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   NON-QUALIFIED STOCK OPTIONS 
EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

QUALIFIED STOCK OPTIONS 
SALE:  If the stock is sold after three years from the grant 
date, the entire gain at sale (i.e., the difference between 
the proceeds from the sale and the exercise price) is sub-
ject to capital gain tax.  Otherwise, the Spread at exercise 
will be taxed as Compensation and the post-exercise-date 
appreciation is subject to capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.

2. Is the employer obligated to withhold social taxes?

No.

3. Is the employer obligated to report the compensation to the tax 
authorities?

Yes.  The employer must report the compensation in the summary year-end 
statement.

4. Are tax qualified plans available?

Yes.  For stock options, a tax-qualified plan is available.  Under the tax qualified 
plan, the employee is able to defer tax until the stock is sold.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  The implementation of the EU prospectus directive, in July 2005, may modify the 
local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  The parent company or the local subsidiary may be required to 
register the employee database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the equity compensation plans and submit 
the plan for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread at exercise will be taxable as 
Compensation.

SALE:  The post-exercise-date appreciation will be subject 
to capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation will be subject 
to capital gain tax.

EMPLOYEE STOCK 

PURCHASE PLAN
  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation will be subject 
to capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation will be subject 
to capital gain tax.

RESTRICTED STOCK 

UNITS
  VESTING:  The FMV of the stock is taxable as 

Compensation.

SALE:  The post-vesting-date appreciation will be subject 
to capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation 
income.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer must report the Compensation in the month following the 
taxable event.  Annual reporting of Compensation is also required.

4. Are tax qualified plans available?

Yes.  For stock options, Section 102 treatment is available.  Under a Section 
102 plan, the taxable event may be deferred until the stock is sold if certain 
conditions are met (i.e., trust, two-year holding period, tax authority approval).

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  Prospectus and registration requirements will apply if stock awards are granted to 
more than 35 individuals.  Exceptions to the prospectus and registration requirements 
may be applicable for employee-only stock plans.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.  Employee consent for the processing and transfer of personal information pertinent 
to stock plans is not required, but is recommended.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  A signed waiver of acquired rights is recommended.  Acquired rights are more 
common when the equity compensation plans are offered on a regular and frequent basis.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   NON-QUALIFIED OPTIONS 
EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

QUALIFIED STOCK OPTIONS 
SALE:  The difference between the sales proceeds and the 
exercise price will be subject to capital gain tax.  

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report and include the Compensation in the 
circulation of payroll taxes.

4. Are tax qualified plans available?

Yes.  Tax qualified plans are available for stock option and stock purchase plans. 

Corporate Income Tax

1. Is stock Compensation tax deductible when paid to the local 
subsidiary’s employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  An annual prospectus must be filed if stock awards are granted to more than 200 
employees (excluding management).  The implementation of the EU prospectus directive 
in July 2005 may modify the local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  Reporting may be required for the holding of shares outside of the country.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary must register 
with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While registration with the works council is not required, the local subsidiary should 
notify the works council about the offering of equity compensation plans and submit the 
stock plans for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.   

2. Is the employer obligated to withhold social taxes?

No.  

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.  

4. Are tax qualified plans available?

No.  

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  Prospectus and registration requirements are based upon the value of the offer 
and the number of offerees.  If the value of the offer is between ¥10,000,000 and 
¥100,000,000 and there are more than 50 offerees, a securities notification (Form 6) is 
required.  If the value of the offer is equal to or in excess of ¥100,000,000 and there are 
fewer than 50 offerees, the securities notification (Form 6) filing still applies.  If these 
large offerings are made to more than 50 offerees, a securities registration statement 
(Form 7) is required.  All grants during specific periods are aggregated to determine if the 
threshold is met. 

Japanese companies that are wholly and directly owned by the issuing company are 
exempt from the securities restrictions.  In order to meet the exemption requirement, 
there may not be a holding company or other entity in the chain of ownership between 
the issuing company and the Japanese subsidiary.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  VESTING:  While there is no express legislation on the 
taxation of restricted stock, the taxable event will likely 
be when the restrictions are removed (i.e., vesting).  The 
amount subject to tax is the FMV of the stock. 

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No. However, withholding is required if the parent company charges the cost to 
the local subsidiary.  

2. Is the employer obligated to withhold social taxes?

No.  

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes. The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  An information memorandum with details of the offer must be submitted to the 
Malaysian Securities Commission within seven days of the distribution of the offer 
materials to the employees.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Approval of the Malaysian Central Bank must be obtained prior to the remittance of 
funds for the exercise or purchase of the stock.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.  However, employee consent to the processing and transfer of personal data is 
recommended.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No. 

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  For options granted after January 1, 2005, 
the Spread will be taxable as Compensation.  For options 
granted prior to January 1, 2005, the difference between 
the FMV on December 31, 2004 and the exercise price is 
taxed as Compensation.  

SALE:  The difference between the sale proceeds and the 
employee’s cost basis will be taxed as capital gain.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.
SAR – PAID IN STOCK   EXERCISE:  For SARs granted after January 1, 2005, the 

FMV of the stock will be taxed as Compensation.  For SARs 
granted prior to January 1, 2005, the FMV of the stock 
is taxable as Compensation only if the parent company 
charges the cost to the local subsidiary.

SALE:  The difference between the sale proceeds and the 
employee’s cost basis will be taxed as capital gain.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT:  For restricted stock granted after January 1, 
2005, the FMV of the stock is taxable as Compensation.  
For restricted stock granted prior to January 1, 2005, the 
FMV of the stock is taxable as Compensation only if the 
parent company charges the cost to the local subsidiary.

SALE:  The difference between the sale proceeds and the 
employee’s cost basis will be taxed as capital gain.

RESTRICTED STOCK 
UNITS

  VESTING:  For RSUs granted after January 1, 2005, the 
FMV of the stock is taxable as Compensation.  For RSUs 
granted prior to January 1, 2005, the FMV of the stock 
is taxable as Compensation only if the parent company 
charges the cost to the local subsidiary. 

SALE:  The difference between the sale proceeds and the 
employee’s cost basis will be taxed as capital gain.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation by 
the 17th day of the following month.  

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the cost to 
the local subsidiary.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report the income by the 17th day of the 
following month. 

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company charges 
the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

No.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information to 
the parent company or its agents?

No.  However, the employee should consent to the processing and transfer of personal 
data.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  If the parent company charges the costs to the local subsidiary, the equity 
compensation plan benefits may be considered local income and included in pension and 
severance calculations.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  

Payroll Deductions

Are there restrictions on payroll deductions?  

Yes.  Standard payroll deductions are prohibited.  The plan administration should be 
modified to structure the payroll deductions as part of a savings plan.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   VESTING:  For stock options that vest prior to January 
1, 2005, taxation occurs at the time the option becomes 
unconditional (i.e., at vesting).  The employee, however, 
may elect to defer the taxable event to exercise prior to 
the first vesting date.

EXERCISE:  For stock options that first vest after January 
1, 2005, the Spread is taxable as Compensation.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK  EXERCISE:  The FMV of the stock is taxable as 
Compensation.

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  VESTING:  The FMV of the stock is taxable as 
Compensation.

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The income taxes must be withheld and paid to the tax authorities with 
the regular payroll tax return.

2. Is the employer obligated to withhold social taxes?

Yes.  The social taxes must be withheld and paid to the tax authorities with the 
regular payroll tax.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  Monthly and annual reporting are required.

4. Are tax qualified plans available?

No.  

Corporate Income Tax

1. Is stock Compensation tax deductible when paid to the local 
subsidiary’s employee by the parent company?

Yes.  Under Dutch law, the local subsidiary is entitled to a corporate tax 
deduction for the amount recognized by employees as income from equity 
compensation at grant or vesting.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  Whether newly issued shares or treasury shares are issued by the parent 
company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

No.
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REGULATORY

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  Exemptions to the Dutch prospectus and registration requirements are generally 
available for employee equity compensation plans.  The implementation of the EU 
prospectus directive in July 2005 may modify the local prospectus and registration 
requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  Minor reporting will be required for the transfer of funds outside of the Netherlands.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

EMPLOYMENT, LABOR & OTHER

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many EU countries, employee acquired rights 
to plan benefits are becoming more problematic.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

Yes.  Works councils have a co-determination right concerning employee stock plans.  The 
local subsidiary must consult with the works council on the offer of new plans and the 
amendment of existing plans.

Payroll Deductions

Are there restrictions on payroll deductions?  

Yes.  Minor restrictions may apply for payroll deductions under a purchase plan.  Full 
disclosure to the employees about the payroll deduction program and the accounts where 
the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS  EXERCISE:  The Spread is taxable as Compensation.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK  EXERCISE:  The FMV of the stock is taxable as 
Compensation.

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  GRANT:  The FMV of the stock is taxable as 
Compensation. 

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report and include the Compensation in the 
circulation of payroll taxes.

4. Are tax qualified plans available?

No. 

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

Yes.  However, an exemption from the prospectus filing requirements is available.  In order 
to obtain an exemption, an application must be made to the New Zealand Securities 
Commission.  All exemptions are subject to time limits if securities are to be issued on an 
on-going basis.   The Securities Act Exemption Notice 2003 applies to share plans offered 
by overseas listed issuers to offer specified equity securities, provided the issuer delivers 
a copy of its most recent annual report and the plan rules to all individuals to whom the 
offer is being made, prior to the grant date of the award.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No. 

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

Yes.  It is recommended that works councils be notified of any plan benefits, modifications, 
and terminations.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE: The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE: The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE: The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation. 

SALE: The post-grant-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE: The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes. The employer is required to withhold social taxes on all Compensation.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes. The employer is required to report all Compensation to the tax authorities.

4. Are tax qualified plans available?

No. 

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company?

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended. The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  However, an exception to the prospectus requirements should be available for offers 
to less than 50 employees.  

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.   

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

Yes.  It is recommended that works councils be notified of any plan benefits, 
modifications, and terminations.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement. 



55

Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  Shares issued pursuant to an employee stock plan are generally exempt under the 
Revised Security Act.  However, there is still a requirement to apply for an exemption from 
the Act.  The exemption filing process generally takes four to six weeks.  The exemption 
must be obtained before any payment or deposit is accepted from the employees.  An 
exemption fee based on the value of the shares registered is required.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Residents are only permitted to invest up to US $6 million annually outside the 
Philippines without any restrictions.  In addition, foreign exchange sales exceeding 
US$10,000 require a written, notarized application and supporting documents from the 
taxpayer.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  Awards offered by a foreign company to the employees of its Polish subsidiary are 
not subject to no prospectus or notice filings.  The implementation of the EU prospectus 
directive in July 2005 may modify the local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.  However, it may be necessary to obtain a foreign exchange permit if the equity 
compensation plan is maintained by a local entity.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many of the EU countries, employee acquired 
rights to plan benefits are becoming more problematic.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the stock plans and submit the plan for 
review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

2. Is the employer obligated to withhold social taxes?

No.  However, withholding is required if the parent company charges the costs 
to the local subsidiary or if the local subsidiary is aware of the benefits received 
by the employee.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Unclear.  The current law does not specifically address the issuance of stock pursuant to 
an employee equity compensation plan.  It is unclear whether the general requirements 
that are applicable to the issuance of securities could be applied to employee equity 
compensation plans by the Federal Commission on the Securities Markets.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  However, Russian residents may remit outside Russia up to US$150,000 per year to 
purchase foreign securities without obtaining a license from the Central Bank of Russia.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS  EXERCISE:  The Spread is taxable as Compensation. 

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK  EXERCISE:  The FMV of the stock is taxable as 
Compensation.

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  GRANT:  The FMV of the stock is taxable as 
Compensation.

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  Employers are generally not required to withhold income taxes.

2. Is the employer obligated to withhold social taxes?

No.  Social taxes are not imposed on income derived from employee stock 
plans.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

Yes.  Tax preferences are available through various “qualified” employee stock 
plans.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  The current law does not specifically address the issuance of stock pursuant to an 
employee equity compensation plan.  It is unclear whether the general requirements 
that are applicable to the issuance of securities could be applied to employee equity 
compensation plans by the Federal Commission on the Securities Markets.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax. The first ZAR 10,000 of capital gain may 
be exempt from capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.  The first ZAR 10,000 of capital gain may 
be exempt from capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.  The first ZAR 10,000 of capital gain may 
be exempt from capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.  The first ZAR 10,000 of capital gain may 
be exempt from capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.  The first ZAR 10,000 of capital gain may 
be exempt from capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation. 

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation income to the tax 
authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor.

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

No.  There are no securities laws restrictions provided  the award does not involve stock 
of a South African company.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  The employee must obtain a “Tax Clearance Certificate” from the South African 
Revenue Service confirming that he or she is a taxpayer in good standing in order to 
remit the exercise price to the issuing company.  Assuming the employee has obtained 
all the necessary exchange control approvals, current regulations permit employees 
to acquire shares with a value of up to ZAR 750,000 at the time of purchase.  If the 
grant mandates a cashless exercise and the costs are not charged to the South African 
subsidiary, the current regulations do not apply. 

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis. 

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

Yes.  It is recommended that works councils be notified of any plan benefits, 
modifications, and terminations.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Potentially.  The employer is required to withhold income taxes on all income 
classified as “Class A.” Compensation derived from an employee stock plan 
that is paid by a foreign parent company is generally “Class B” income and 
not subject to employer withholding.  However, if the costs associated with the 
stock plan are charged to the Korean subsidiary, the Compensation will then be 
considered Class A income and subject to employer income tax withholding.

2. Is the employer obligated to withhold social taxes?

Potentially.  The employer is required to withhold social taxes on all income 
classified as “Class A.” Compensation derived from an employee stock plan 
that is paid by a foreign parent company is generally “Class B” income and not 
subject to employer social tax withholding.  However, if the costs associated 
with the stock plan are charged to the Korean subsidiary, the Compensation 
will then be considered Class A income and subject to employer social tax 
withholding. 

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation to the tax authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  There are no securities laws restrictions provided the award does not involve stock 
of a South Korean company.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Approval from the Korean Ministry of Finance and Economy is required for outbound 
transfers of cash exceeding US $20,000.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   GRANT:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-grant-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation to the tax authorities.

4. Are tax qualified plans available?

Yes.  Preferential tax treatment applies if the option income is treated as 
“irregular income” or the EUR 12,000 annual exemption applies.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company charges 
the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No. So long as the costs are charged to the local subsidiary a tax deduction is 
available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Unclear.  A prospectus must be filed with the Spanish National Securities Market 
Commission for a “public issuance” of securities.  Currently, there is no published 
guidance as to what constitutes a “public issuance.”  It is not clear whether the Spanish 
National Securities Market Commission would consider the issuance of stock incentives 
to  employees as a “public issuance.”  Many companies have taken the position that 
the offering of an employee equity compensation plan is not a “public issuance.”  The 
implementation of the EU prospectus directive in July 2005 may modify the local 
prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many of the EU countries, employee acquired 
rights to plan benefits are becoming more problematic.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the equity compensation plan and submit 
the plan for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax

G
RA

N
T

VESTIN
G

PU
RCH

A
SE 

EXERCISE/

SA
LE

STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation to the tax authorities.

4.  Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company charges 
the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary.  Whether newly-
issued shares or treasury shares are issued by the parent company is not a 
factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or register 
the shares?

No.  If the offering is made only to employees than it most likely will not be considered 
an “offering” to the public and will not be subject to the prospectus filing requirement.  
The implementation of the EU prospectus directive in July 2005 may modify the local 
prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Transfers into and out of Sweden that exceed SEK 150,000 must be reported to the 
local Bank of Sweden and to the Swedish tax authorities.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many of the EU countries, employee acquired 
rights to plan benefits are becoming more problematic.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the equity compensation plans and submit 
the plan for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS  VESTING:  The Spread is taxable as Compensation for 
purposes of federal income tax.  (Note that not all Cantons 
in Switzerland follow the federal tax treatment.  Some 
impose tax at vesting based on the Black-Scholes value of 
the option.)

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as 
Compensation.

SAR – PAID IN STOCK  EXERCISE:  The FMV of the stock is taxable as 
Compensation.

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation.

RESTRICTED STOCK  GRANT:  The FMV of the stock is taxable as 
Compensation.  The employee is allowed to discount the 
amount taxable as Compensation to reflect the value of 
the restrictions attached to the underlying stock.

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.  The employer is not required to withhold income taxes on Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  Social tax withholding applies to all employee Compensation.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.

4. Are tax qualified plans available?

Yes. The employer is required to report all Compensation to the tax authorities.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No. So long as the costs are charged to the local subsidiary, a tax deduction is 
available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  There are no securities laws restrictions provided the award does not  involve stock 
of a Swiss company.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis. 

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  While negotiation with the works council is not required, the local subsidiary should 
notify the works council about the offering of the equity compensation plans and submit 
the plan for review.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS  EXERCISE:  The Spread is taxable as Compensation only if 
the parent company charges the Taiwanese subsidiary for 
the cost associated with the stock option (i.e., the Spread 
at exercise).

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK  EXERCISE:  The FMV of the stock is taxable as 
Compensation only if the parent company charges the 
Taiwanese subsidiary for the cost of the stock.

EMPLOYEE STOCK 
PURCHASE PLAN

 PURCHASE:  The Spread is taxable as Compensation only 
if the parent company charges the Taiwanese subsidiary 
for the cost associated with the stock purchase (i.e., the 
Spread at purchase).

RESTRICTED STOCK  VESTING:  The FMV of the stock is taxable as 
Compensation only if the parent company charges the 
Taiwanese subsidiary for the cost of the stock.

RESTRICTED STOCK 
UNITS

 VESTING:  The FMV of the stock is taxable as 
Compensation only if the parent company charges the 
Taiwanese subsidiary for the cost of the stock.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation. 

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation to the tax authorities.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No. So long as the costs are charged to the local subsidiary, a tax deduction is 
available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  There are no securities laws restrictions provided the award does not involve stock 
of a Taiwanese company.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Transfers in excess of $5 million per year require notice and approval from the 
Taiwanese Central Bank.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.

EMPLOYMENT, LABOR & OTHER

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as Compensation. 

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as Compensation.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation 
income. 

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation income to the Inland 
Revenue.

4. Are tax qualified plans available?

Yes.  Tax and financial incentives are provided through various Inland Revenue 
“approved” plans.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

Yes.  Compensation income arising from employee incentive plans whether 
paid in cash or in stock is tax deductible provided that certain conditions are 
met.  The amount of the deduction is the difference between the FMV of the 
stock on the exercise/vesting date and the amount paid by the employee.  

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  Whether newly-issued shares or treasury shares are issued by the parent 
company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

No.  If the statutory conditions are met, there is no requirement to have in 
place a written inter-company agreement to recognize a tax deduction for 
Compensation expense attributable to employee equity compensation plans.  
However, if the company fails to meet the statutory conditions, a tax deduction 
may be available through an inter-company charge-back arrangement.  In that 
case, a written and properly executed agreement is highly recommended.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  A prospectus is not required if the stock is offered only to employees (including 
directors).  The implementation of the EU prospectus directive in July 2005 may modify 
the local prospectus and registration requirements.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

Yes.  There are strict data privacy restrictions.  Employees must consent to the processing 
and transfer of data.  In addition, the parent company or local subsidiary may be required 
to register its employee information database with the local data privacy authorities.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

Yes.  Acquired rights claims are more common when the equity compensation plans are 
offered on a regular and frequent basis.  In many of the EU countries, employee acquired 
rights to plan benefits are becoming more problematic.  

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

Yes.  It is recommended that works councils be notified of any plan benefits, 
modifications, and terminations.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH   VESTING/EXERCISE:  New tax laws issued under the 
American Jobs Protection Act cause cash-settled SARs to 
be taxable as nonqualified deferred compensation.  IRS 
guidance is scheduled to be released, clarifying how cash-
settled SARs should be treated for federal tax purposes. 

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation, assuming certain requirements under IRC 
Section 409A are met.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation 
unless the plan qualifies under IRC Section 423.  If the 
plan qualifies under IRC Section 423 there is no tax upon 
purchase of the shares.  The employee is taxed when the 
shares are sold.  The ultimate tax treatment on shares 
acquired from a “423” plan depends on whether certain 
holding periods are met.

SALE:  The post-purchase-date appreciation is subject 
to capital gain tax with respect to non-qualified stock 
purchases.  For stock acquired under a qualified Section 
423 plan, the tax treatment depends on whether certain 
holding periods are met.  

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation. However, the employee can agree to 
be taxed on the grant date instead by making an 83(b) 
election.  

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax. If the employee makes an 83(b) election, 
all post-grant-date appreciation is taxable as capital gain 
income.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation, assuming certain requirements under IRC 
409A are met.

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

Yes.  The employer is required to withhold income taxes on all Compensation.

2. Is the employer obligated to withhold social taxes?

Yes.  The employer is required to withhold social taxes on all Compensation. 

3. Is the employer obligated to report the Compensation to the tax 
authorities?

Yes.  The employer is required to report all Compensation to the Internal 
Revenue Service.

4. Are tax qualified plans available?

Yes.  The US tax code provides tax incentives for tax qualified stock option and 
stock purchase plans.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

Yes.  Compensation income arising from employee incentive plans whether paid 
in cash or in stock is tax deductible.  The tax deduction is generally equal to the 
amount recognized as Compensation income by the employee (i.e., matching 
principal).  

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  Whether newly-issued shares or treasury shares are issued by the parent 
company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction? 

No.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

Yes.  Securities issued to U.S. employees are regulated by the U.S. Securities Act of 
1933 (the 1933 Act), the U.S. Securities Exchange Act of 1934 (the 1934 Act) and state 
securities laws. 

The 1933 Act and 1934 Act result in detailed federal and state filing requirements with 
potential exemptions that differ according to the state where participants reside. Prior 
to the issuance of an equity compensation award, advice should be obtained on both 
federal and state securities filing requirements.

The 1933 Act governs the offering of a security and related registration requirements, 
while the 1934 Act governs ongoing reporting. Under the 1933 Act, any offer or sale of 
securities within the U.S. requires the filing of a registration statement with the Securities 
Exchange Commission, unless an exemption applies. The most widely relied upon 
exemption for employee equity compensation plans is Rule 701.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

No.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  Equity and other long-term incentive awards generally are not considered an 
acquired right.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No. 
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation is subject to 
capital gain tax.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation

SALE:  The post-vesting-date appreciation is subject to 
capital gain tax.

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No.

2. Is the employer obligated to withhold social taxes?

No.

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  There are no securities law filing requirements when shares of a foreign company are 
offered to employees located in Venezuela.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Because U.S. currency trade is reserved to the Venezuelan Central Bank (BCV), 
with the exception of special transactions approved by the corresponding controlling 
authorities, payments received by a Venezuelan employee in U.S. currency may violate 
currency exchange controls.  Advanced approval may be necessary.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  Equity awards generally are not considered an acquired right.  However, Venezuelan 
labor law requires that periods of disability and maternity leave be treated as active 
employment.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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General Taxation

Taxable Event Amount Subject to Tax
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STOCK OPTIONS   EXERCISE:  The Spread is taxable as Compensation.

SALE:  The post-exercise-date appreciation should not 
be taxable to the employee pursuant to an exemption 
currently in force.

SAR – PAID IN CASH  EXERCISE:  The cash payment is taxable as 
Compensation.

SAR – PAID IN STOCK   EXERCISE:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-exercise-date appreciation should not 
be taxable to the employee pursuant to an exemption 
currently in force.

EMPLOYEE STOCK 
PURCHASE PLAN

  PURCHASE:  The Spread is taxable as Compensation.

SALE:  The post-purchase-date appreciation should 
not be taxable to the employee pursuant to an 
exemption currently in force.

RESTRICTED STOCK   VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation should not 
be taxable to the employee pursuant to an exemption 
currently in force.

RESTRICTED STOCK 
UNITS

  VESTING:  The FMV of the stock is taxable as 
Compensation.

SALE:  The post-vesting-date appreciation should not 
be taxable to the employee pursuant to an exemption 
currently in force.

Vietnam

Withholding, Reporting & Tax 
Preference Plans

1. Is the employer obligated to withhold income taxes?

No. However, withholding is required if the parent company charges the cost to 
the local subsidiary.  

2. Is the employer obligated to withhold social taxes?

No.  

3. Is the employer obligated to report the Compensation to the tax 
authorities?

No.  However, reporting is required if the parent company charges the cost to 
the local subsidiary.

4. Are tax qualified plans available?

No.

Corporate Income Tax

1. Is Compensation tax deductible when paid to the local subsidiary’s 
employee by the parent company?

No.  The Compensation is not tax deductible unless the parent company 
charges the costs to the local subsidiary.

2. Is the tax deduction contingent upon the type of share issued by 
the parent company? 

No.  So long as the costs are charged to the local subsidiary, a tax deduction 
is available.  Whether newly-issued shares or treasury shares are issued by the 
parent company is not a factor. 

3. Is a written inter-company charge-back agreement required to 
secure the tax deduction?

Strongly Recommended.  The tax authorities are less likely to challenge the tax 
deduction when it is made pursuant to an executed inter-company agreement.
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Regulatory

Securities Laws

Is the parent company or local subsidiary required to file a prospectus or 
register the shares?

No.  So long as the shares are issued only to employees, there is no requirement to file a 
prospectus.

Exchange Controls

Are there restrictions on the exchange and transfer of currency?

Yes.  Approval from the State Bank of Vietnam may be required.

Data Privacy

Are there any restrictions on transferring the employees’ personal information 
to the parent company or its agents?

No.

Employment, Labor & Other

Acquired Rights

Are employee acquired rights claims to plan benefits commonplace and 
enforceable?

No.  Equity compensation awards generally are not considered an acquired right.

Works Council/Labor Unions

Are employers required to negotiate plan and award modifications with works 
councils/labor unions?

No.  

Payroll Deductions

Are there restrictions on payroll deductions?  

No.  Full disclosure to the employees about the payroll deduction program and the 
accounts where the funds will be held is strongly recommended.
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