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Individual Income Tax - Stock options1

lceland - Article 9 and 10 of the Income Tax Act
In principLe, alL benefits in kind are incLuded in taxabte income (articLe 7 of the TSKL). In some 
cases speciaL ruLes appLy, e.g. with regard to company cars.

Stock options acquired by an empLoyee, and, from 2021 onwards, by directors of innovative 
companies, through their empLoyment, are as a generaL ruLe taxed as Category A income 
(progressive rates) based on the difference between the option price and the vaLue arising 
on the exercise of an approved empLoyee share option. However, subject to various 
conditions, the gain is taxabte as Category C income (at 22%) if the option’s vaLue does not 
exceed ISK 1.5 miLLion (ISK 600,000 before 2021). The taxation is postponed untiL the sate of 
the shares irrespective of the category of the income.

Denmark
With effect from 1 January 2017, an incentive for foreign experts being hired to work in lceLand 
The benefit for an empLoyee of receiving stock options or shares is taxed in accordance with 
sections 7P, 16 or 28 of the LL.

If the requirements of section 7P of the LL are met, the taxation is postponed untiL the 
empLoyee seLLs the shares. The empLoyee is then taxabLe in accordance with the ruLes 
provided by the ABL. If the requirements of section 7P of the LL are not met, the stock options 
or shares received by the empLoyee are taxed as a fringe benefit.

The requirements of section 7P of the LL are, as foLLows:
• stock options or shares must be granted as a part of an empLoyment reLatio nsh i p;
• the empLoyee and the empLoyer must agree that section 7P of the LL appLies for the 

grant;
• the agreement between the empLoyee and the empLoyer must cLearLy specify the 

vaLue ofthe options/shares;
the vaLue of the stock options or shares must not exceed 10% of the empLoyee’s 
annuat saLary determined at the time of the agreement (up to 20%, provided that the 
stock options are granted to more than 80% of the empLoyees);
the stock options or shares must be granted by the company in which the empLoyee 
is empLoyed or a group company as determined in section 4(2) of the KGL;
the empLoyee is abte to vest the shares in the company in which the empLoyee is 
empLoyed or a group company as determined in section 4(2) of the KGL;
the shares which can be vested, cannot be a specified cLass of shares; and
the stock options are not transferred.

If an empLoyee ceases to be subject to taxation in Denmark, the empLoyee wiLL no Longer be 
abLe to utiLize the tax postponement ruLes of section 7P of the LL and exittaxation ruLes wiLL 
appLy.

Section 7P onLy appLies to arrangements agreed on or after 1JuLy 2016.
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If the requirements of section 7P of the LL are not met, butthe requirements of section 28 of 
the LL are met, the taxation ofthe benefit of an employee stock option is postponed untiL 
the employee assigns or exercises the option (section 28(1) of the LL). Also, any unrealized 
increase in the fair market value of a stock option from the time it is granted untiL it is 
exercised is exempt (section 3O(1)(5) of the KGL) (such increase in vaLue wouLd otherwise be 
taxabLe under the financiaL derivatives regime).

If neither section 7P nor section 28 of the LL appLies, the taxation of the benefit is imposed 
once the employee has acquired the right to the stock option. The time of taxation is 
determined based on whether certain suspensive criteria are met.

As regards shares, if the requirements of section 7P of the LL are not met, the taxation of the 
benefit of an empLoyee share is imposed once the empLoyee has acquired the right to the 
share (section 16 of the LL). The time of taxation is determined based on whether certain 
suspensive criteria are met.

Norway
According to section 5-14(3) of the sktL, a benefit derived upon the exercise or saLe of an 
option to acquire or seLL shares or primary capitaL certificates reLated to empLoyment is 
subject to tax on empLoyment income. The benefit is caLcuLated at the time of exercise. For 
caLL options such benefit is caLcuLated as the difference between the market vaLue of the 
shares upon exercise and the exercise price (Less a possibLe premium paid). For put options 
the benefit is caLcuLated as the difference between the exercise price and the market vaLue 
ofthe shares (Less a possibLe premium paid). Ifthe option itseLf is soLd, a benefit is caLcuLated 
as the difference between the saLes price of the option and the acquisition cost (premium 
paid). The taxabLe benefit of the option is spread over the years during which it has been 
accumuLated. SociaL security contributions and individuaL income tax are computed as if the 
benefit of the option had been derived during the period the taxpayer heLd the option with 
the same amount for each year.

With effect from 1 January 2022, a new modeL was introduced for the taxation of empLoyee 
share options in start-ups and growing companies. According to the new modeL, the 
aLLocation or the redemption of the options wiLL not trigger a LiabiLity to pay tax. Taxation is 
deferred untiL the shares are disposed of. This scheme repLaces the separate tax scheme that 
was introduced for smaLL start-up companies on 1 January 2018. Options in empLoyment 
reLationships covered under the new modeL shouLd not be taxed as saLary income.

There are severaL Limitations to the modified ruLes, such as:

the company cannot be Listed on the stock exchange;
the company must be incorporated for maximum 10 years with Less than 50 
empLoyees on average;
the empLoyee and their reLatives may not have more than 5% ownership;
the upper Limit for the company's total operating revenues and baLance sheet total is 
NOK 80 miLLion in the income year, before granting the stock options; and
the option must be exercised between 3 and 10 years after the option has been 
granted.

Sweden
An empLoyee who is granted a stock option is deemed to receive a taxabLe benefit in the year 
in which the option is exercised. EmpLoyees who are granted stock options whiLe resident in 
Sweden, and who subsequentLy emigrate before exercising them, are subject to Swedish 



income tax only when the options are eventually exercised. The transfer of an option is 
treated as an exercise in aLL (i.e. emigration and non-emigration) cases. Where an empioyee 
emigrates before exercising the option, the other state could claim tax on the amount 
received, once the option is exercised. In these cases, any double taxation treaty between 
Sweden and the other state would generaLLy appLy, and the foreign tax paid would be 
creditabLe against Swedish income tax.

Employee stock options are not taxable, subject to certain conditions (chapter 11a of the IL).

Finland
Stock purchase plans. The benefit from the right to purchase shares issued for employees is 
taxable onLy to the extent that the price is Less than 90% of the market value of the shares. 
If the right is not available to the majority of employees, the whole amount of the benefit is 
taxable (section 66 of the TVL).

With effect from 1 January 2021, and appLicabLe to stock purchase plans executed on or after 
that date, empLoyees of non-Listed companies may purchase shares in the company they are 
empLoyed by withoutthis being regarded as taxabLe earned income. SeveraL conditions appLy, 
incLuding that (section 66a of the TVL):

the shares are purchased at not Less than the mathematicaL vaLue of the shares;
the empLoyee by himseLf or his famiLy members, or the empLoyee together with his 
famiLy members, does not own, directLy or indirectLy, more than 10% of the shares or 
voting power in the company;
the share purchase pLan is made avaiLabLe for the majority of the empLoyees in the 
company; and 

the company:
is resident in another EEA country or in a country with which FinLand has concLuded 
an agreement for the exchange of tax information, and FinLand, aLso in practice, 
obtains such information based on the agreement;
conducts active business atthe time the stock purchase pLan is executed and its main 
assets consist of business assets;
reguLarLy pays saLaries; and
is registered in the Prepayment Register of the Finnish Tax Administration or is a 
foreign company that has proven that it has not negLected any of its prepayment or 
reporting duties under section 26 of the EPL.

Stock option pLans. When an empLoyee receives an option from his empLoyer to purchase 
shares in any company (not just the empLoyer company), the vaLue (Less any price paid for 
the option) at the date the option is exercised constitutes taxabte earned income to the 
empLoyee at that time. The transfer of an option is regarded as the exercise of it; the vaLue 
is its transfer price or, if donated, its fair market vaLue (Less any price paid for the option) 
(section 66 of the TVL). Where the option right is donated or otherwise assigned, the benefit 
eventuaLLy produced by the option for the assignee (the increase in vaLue between the vaLue 
at the time of transfer and the exercise of the option) is deemed empLoyment income of the 
transfero r.

Ireland
Share options are generaLLy taxed on the benefit that arises when they are exercised, or 
otherwise reaLized, rather than when they are initiaLLy granted. The charge to tax is 



proportionate to the period during which the individuaL exercised his employment in IreLand 
between the date of grant and the date of exercise.

EmpLoyees may enter into an approved savings-retated share option scheme based on 
maximum monthLy contributions of EUR 500 over a 3-year period. The empLoyee may exercise 
the scheme options to purchase shares under the scheme free of tax. However, a LiabiLity to 
the UniversaL SociaL Charge (USC) arises based on the benefit which arises on exercise. The 
options granted by the scheme must provide at most a 25% discount on the market price of 
the shares on the date the options are granted. No charge to income tax arises as a 
consequence of the purchase taking pLace at this discounted price. However, any gains on 
options exercised at the end of the 3-year term are subjected to paying ReLated SociaL 
Insurance (PRSI) and USC at the time of exercise. Various additionaL conditions must be 
satisfied in orderto obtain the Revenue Commissioners’ approvat (section 519A and ScheduLe 
12A of the TCA 1997).

A wide number of other types of share scheme arrangements exist and specific tax ruLes 
attach to them.

The reporting of information by empLoyers in reLation to awards of shares to directors and 
empLoyees is mandatory (except where the empLoyer is aLready obLiged to report the 
information), incLuding awards given in the form of cash or where a discount on shares is 
provided.

Key Employee Engagement Programme
With effect from 1 January 2018, the Key EmpLoyee Engagement Programme (KEEP) was 
introduced. The programme appLies to unquoted trading companies (i.e. companies none of 
whose shares are quoted on a stock exchange other than the Enterprise Securities Market 
(ESM) of the Irish Stock Exchange (ISE) or equivatent in the EEA country with which IreLand 
has a doubLe tax agreement). QuaLifying companies must be incorporated in an EEA country 
and be resident in IreLand (or resident in the EEA country, but carry on a business in IreLand 
through a branch or agency). Certain trading activities are specificaLly excLuded, e.g. financiaL 
activities, deaLing in or deveLoping of Land and professionaL services companies. The 
company must atso fulfiL the conditions for a smaLL or medium-sized company (SME) on the 
date the options are granted, i.e. (i) empLoy fewer than 250 peopLe, (ii) have an annuat 
turnover not exceeding EUR 50 miLLion, and/or (iii) have an annuaL baLance sheet total not 
exceeding EUR 43 miLLion.

A quaLifying company may grant share options to empLoyees up to a total market vaLue of 
EUR 3 miLLion with the total market vaLue of the share options granted to any one individuaL 
not exceeding (i) EUR 100,000 in any tax year, (ii) a EUR 300,000 Lifetime Limit (EUR 250,000 
over 3 consecutive years for the period from 1 January 2018 to 31 December 2018), or (iii) 100% 
of the individuaL's annuaL emoLuments (50% from 1 January 2018 to 31 December 2018). The 
total market vaLue of the "quaLifying share option” granted to any one empLoyee/director 
cannot exceed the foLLowing:

• EUR 100,000 in any one year of assessment;
• EUR 300,000 in aLL years of assessment; or
• 100% of the annuaL emoLuments in the year of assessment in which the quaLifying 

option is granted.

KEEP onty appLies to share options granted to fuLL-time empLoyees, or directors who spend a 
minimum of 30 hours per week working for the company.



The share options must be granted to the empioyees at market value and the main purpose 
of the scheme must be to recruit or retain employees. In order to qualify for the KEEP 
programme, the share options must be held for a minimum of 12 months before being 
exercised (with limited exceptions, e.g. on death or a sale of the company), and must be 
exercised within 10 years of the date of grant.

The shares received on the exercise of the options must be ordinary shares and they must 
not carry any preferential rights, e.g. to dividends or assets on winding up. In addition, the 
KEEP programme does not apply if the individuaL (either alone or with connected persons) 
can control directLy or indirectLy more than 15% of the ordinary share capitaL of the company.

Any gain reaLized on the exercise of an option granted on or after 1 January 2018 and before 
1 January 2024, is exempt from income tax. Any gain arising on the exercise of the option is 
aLso exempt from PRSI and the USC. CapitaL gains tax wiLL appLy on any gain arising on the 
subsequent disposaL of the shares with the empLoyee's base cost being the actuaL amount 
paid for the shares on exercise of the options.

Finance Act 2019 introduced a number of favourabLe amendments to the LegisLation 
governing KEEP. These are as foLLows:

the quaLifying share option definition has been extended to incLude options granted 
in a quaLifying hoLding company of a quaLifying group. The definition of a quaLifying 
group incíudes onLy a quaLifying hoLding company, its quaLifying subsidiary or 
subsidiaries and its reLevant subsidiary or subsidiaries. The quaLifying group 
(excLuding the hoLding company) must be whoLLy or mainLy carrying on a quaLifying 
trade and must have at Least one quaLifying subsidiary and aLL of the companies in 
the group must be unquoted. The definition of a quaLifying hoLding company is a 
company: (i) which is not controLLed either directLy or indirectLy by another company, 
(ii) which does not carry on a trade or trades; and (iii) whose business consists whoLLy 
or mainLy of the hoLding of shares onLy in its quaLifying subsidiary or subsidiaries.
A quaLifying subsidiary means a company where a quaLifying hoLding company directLy 
owns more than 50% of the ordinary share capitaL and a reLevant subsidiary is a 
company whereby more than 50% of the ordinary share capitaL is indirectLy owned by 
the quaLifying hoLding company. A reLevant subsidiary cannot be regarded as a 
quaLifying subsidiary.
the "quaLifying individuaL” definition has been changed to aLLow for part-time 
empLoyees or fLexibLe working arrangements and the movement of empLoyees 
between group companies. The definition of a quaLifying individuaL has been 
amended to incLude an individuaL who is required to work at Least 20 hours per week 
or who devotes not Less than 75% of their working time for a quaLifying company or a 
quaLifying company within a quaLifying group. This change has in effect made the 
scheme avaiLabLe to empLoyees who may previousLy not have quaLified on the basis 
that they were not "fuLL-time empLoyees" and it aLso faciLitates the possibiLity of an 
empLoyee moving between quaLifying companies within a group; and
the requirement for the shares to be newLy issued shares which carry no future or 
preferentiaL right to assets on a winding-up or dividends has been removed. The 
scheme now offers the opportunity for options to be granted over existing shares as 
weLL as new shares, which is a weLcome amendment which further enhances the 
fLexibiLity of the scheme.

The changes are subject to a commencement order by the Minister for Finance



Netherlands
Stock options granted to empioyees for no consideration or for a price beiow market price 
constitute empioyment income in kind. The withhoLding of wage tax and recognition for 
individuaL income tax purposes take pLace at the date of exercise or transfer of the share 
option or, if the exercise is subject to one or more future conditions, at the time aLL such 
conditions are met. The Latter type of share options may onty be exercised if a certain 
condition is met at a given future moment in time. UsuaLLy, such condition is that the 
employment with the employer or an affiLiated entity stiLL exists.

In Decree IFZ 2002/40 of 11 February 2002, the internationaL aspects of stock option rights 
are expLained. The Decree indicates that where an employee has been employed in various 
countries, a pro rata attribution related to the periods of empLoyment must be made with 
respect to income from (un)conditionat stock option rights.

UK
In generat, empLoyees acquiring shares in their employer company through a beneficiaL 
scheme are LiabLe to income tax on the benefit obtained, i.e. the difference between the issue 
price and the market value. This ruLe appLies whether or notthe empLoyee is acquiring shares 
directLy or through stock options. However, there are severaL different schemes by which a 
charge to income tax and CapitaL gain tax (CGT) may be deferred or avoided attogether. The 
UK tax position in this area is highLy complex.

For unapproved share option schemes, a charge wiLL arise on the exercise of the options 
received. According to the rules for approved share option schemes, options not exercisable 
within 3 years of beinggranted and not giving the right to shares worth more than GBP 30,000 
are exempted from an income tax charge. In these cases, a CGT charge wiLL arise on the 
disposaL of the shares acquired by the employee. Schemes must be approved by HM Revenue 
& Customs (HMRC) and are subject to a number of restrictions (sections 516-526 and Sch. 4 
of ITEPA).

The foLLowing is a brief description of the main HMRC-approved share option schemes.

SAYE share option scheme (section 702 of ITTOIA). Under a SAYE scheme set up by an 
employer, an empLoyee is given the option to buy a certain number of shares at a fixed price 
at a particuLar time.

The scheme must be open to aLL empLoyees and directors who have satisfied a prescribed 
Length of period of service. This period must not be more than 5 years.

Options may only be granted to current empLoyees or current directors of the company, or 
in a group scheme of a participating company. A participating company is a subsidiary 
company ofwhich the company estabLishing the scheme has control, and which can take 
part in the pLan.

The grant of the option does not attract an income tax or nationaL insurance contributions 
charge. However, the exercise price of the shares must be fixed at the time of the grant of 
option and must not be Lower than 80% of the market vaLue of the shares at the date of 
grant.



ALongside the grant of the option, the employee enters into a savings contract with a bank 
or building society designated by the employer, under which the employee must save a 
monthly amount between GBP 10 and 250. An employee may take part in more than one 
scheme, but the total monthly amounts saved must not exceed GBP 500.

An employee may save for either 3 or 5 years. (It is also possibLe to have a 7-year contract, 
but in that case contributions are made for the first 5 years and are then Left in the SAYE 
account for the remaining 2 years. The 7-year contract is avaiLabLe only for SAYE contracts 
existing before JuLy 2013) The interest and any bonus earned on the savings are free of tax. 
At the end of the contract period, the employee may exercise the option, using the savings 
to buy the shares. There is no tax or nationai insurance contributions charge on any 
difference between the exercise price of the shares and their market vaiue on the date of 
exercise.

CGT may be payable on the disposaL of the shares, but this could be sidestepped by 
transferring the shares into an IndividuaL Savings Account (ISA).

Company share option plan (CSOP). ALso known as "discretionary” or "executive” share 
option pians, the CSOP is mainly targeted at senior or key empioyees in a company. UnLike 
the SAYE scheme (see above), the company is free to select the employees to whom it wishes 
to offer the scheme. As such, the scheme need not be open to alL employees and directors. 
However, it shouid oniy be open to employees and to fuLL-time directors working at Least 25 
hours a week. However, an individuaL owning, or holding options over, more than 25% of the 
shares of a dose company is disquaLified from the scheme.

Under an approved CSOP scheme, an empioyee is granted an option to buy up to GBP 30,000 
worth of shares at a fixed price at a particuLar time. In its Growth Plan 2022 (pubLished on 23 
September2022), the government announced its intention to increase this Limit to GBP 60,000 
from ApriL 2023. It was confirmed by the government at the Autumn Statement 2022 on 17 
November 2022 that this increase would go ahead.

Further conditions must be met for a scheme to receive HMRC approval. The exercise price 
is fixed at the date of option and must not be Less than the market value of the shares at 
that date. The totaL value of the shares over which an individual may hold an option must 
not exceed GBP 30,000 (or GBP 60,000 from ApriL 2023), calculated at the date of grant. The 
date of exercise must be at Least 3 years, and no later than 10 years, after the date of grant. 
Exercise within 3 years is permitted in certain cases, e.g. Leaving the company due to 
disabiLity, redundancy, injury or retirement at an age specified in the plan. In such a case, 
the option must be exercised within 6 months of Leaving the company.

Gains on the disposaL ofthe shares may be subjectto CGT.

Provided the conditions are met, there is no tax or national insurance contributions charge 
on the grant or exercise of the options.

Approved share incentive plan (SIP) is an alL-empLoyee share pLan. It is not mandatory for 
alL employees to join the SIP, but the company must offer the scheme to ah its employees 
who are UK-resident as welL as eLigibLe under the SIP rules.

Under the SIP rules, an employee may buy shares out of sums deducted from his salary, up 
to a maximum of GBP 1,800 (or 10% of your income for the tax year, whichever is Lower) 
annualLy ("partnership shares”), and may also be alLocated shares for free, directLy or



indirectly from the employer company ("free shares"). There is a Limit on the number of free 
shares that may be awarded. A company may award to each relevant employee free shares 
of up to GBP 3,600. Before 6 ApriL 2014, the annuaL maximum for partnership shares was GBP 
1,500, and for free shares, GBP 3,000.

The maximum permitted annuaL amounts (stated above) may be revised by means of 
secondary LegisLation (i.e. by Treasury Order).

The empLoyer may aLso award shares to match those bought by the empLoyee out of his 
saLary ("matchingshares”).The maximum avaiLabLefor award istwo matchingsharesforeach 
partnership share. The empLoyer may award the matching shares according to any ration it 
chooses, subject to the maximum award Limit.

There is aLso provision for dividend shares. In brief terms, the trustees of a SIP may reinvest 
dividends from shares under the SIP (i.e. "pLan shares”) in the acquisition of more shares on 
behaLf of participants in the SIP.

Given a minimum period of hoLding of 5 years, no income tax charge arises on any award of 
shares under the pLan. The empLoyee is treated for CGT as having acquired the shares for a 
consideration equaL to the market vaLue at the time they exit the scheme (sections 488-515 
and Sch. 2 of ITEPA).

Enterprise management incentives (EMls) are aimed at smaLLer, high-risk companies. Key 
empLoyees may be granted options over shares up to the vaLue of GBP 250,000 (the individuaL 
Limit) over a 3-year period.

In determining whether the individuaL Limit has been reached, account shouLd be taken of 
any shares awarded to the empLoyee under the CSOP (see above).

Where an option is granted to an empLoyee and the reLevant vaLue exceeds the individuaL 
Limit, the tax-advantaged treatment appLies to the option up to the individuaL Limit, with the 
excess not quaLifyingfor beneficiaL treatment. SimiLar ruLes appLy forthe company-wide Limit 
of GBP 3 miLLion. Where the empLoyer grants an option the resuLt of which is that the GBP 3 
miLLion Limit is exceeded, beneficiaL treatment appLies up to the Limit, and the excess is 
treated as not quaLifying.

EMIs are, however, not avaiLabLe for companies that work in so-caLLed "excLuded activities". 
These activities are:

• banking;
• farming;
• property deveLopment;
• provision of LegaL services; and
• shipbuiLding.

Where the individuaL Limit has been reached, no further options may be granted to an 
empLoyee untiL 3 years after the Last such grant. This appLies regardLess of whether some 
options were exercised or reLeased in the meantime.

In order for an empLoyee to be eLigibLe for the scheme, he must be required to spend at Least 
25 hours each week, or if Less, 75% of his working time, working as an empLoyee for the



company in question, or for one of its quaLifying subsidiaries. Directors are eLigibLe for EMI 
treatment if they atso meet this requirement.

EmpLoyees who have had to reduce theirworking hours (or were/are furLoughed) due to the 
COVID-19 pandemic, however, treated as having continued working as normaL for their 
empLoyer during the pandemic. This is to ensure they retain access to the incentive. This 
treatment is in pLace from 19 March 2020 untiL 5 ApriL 2022.

The EMI scheme is not avaiLabte to an empLoyee with a materiaL interest in the retevant 
company. The reLevant company is the company with the shares under option, or, where that 
company is a group company, any ofthe companies in thatgroup. Broadty, "materiaL interest” 
refers to (i) beneficiaL ownership of, or the abiLity to controL, more than 30% of the shares of 
the company or (ii) (in the case of cLose companies) possession of or entitLement to acquire 
rights that wouLd give 30% of the assets avaiLabLe on a winding-up.

No income tax charge or nationaL insurance contributions charge arises on the grant of an 
EMI option.

There is aLso no income tax or nationaL insurance contributions charge on the exercise of 
the option where this takes pLace no Later than 10 years from the date of grant, and provided 
that, in the meantime, none of the disquaLifying events set out in the LegisLation have taken 
pLace. ALso, the empLoyee must acquire the shares at a price at Least equat to their market 
vaLue on the date the option was granted.

"Employee shareholder” status shares. Under these ruLes, an empLoyer may offer to an 
empLoyee shares in the company for which the empLoyee works. In return, the empLoyee 
wouLd give up certain specified empLoyment rights. There is an exemption from income tax 
and nationaL insurance contributions for the first GBP 2,000 of share vaLue received by the 
empLoyee sharehoLder.

There is CGT reLief on the disposaL of empLoyee sharehoLder status shares, subject to certain 
Limits. There is a Lifetime Limit of GBP 100,000 for CGT-exempt gains on the disposaL of 
empLoyee sharehoLder shares. This appLies to empLoyee sharehoLder shares acquired 
pursuant to an empLoyee sharehoLder agreement entered into from midnight at the end of 
16 March 2016, and to gains on such shares.


