ESSUM47903 CSOP Informal review/Application for approval


Ref. X

Application for informal review/approval* of Company Share Option Plan (CSOP)

* delete as appropriate.  Complete only the first page for formal approval applications

Name of scheme                 :
Scheme organiser               :

Agent (if any)                      :                                            
Date of application             :            
Documents enclosed with application:                          
	Documents
	Draft √
	Final

√

	Scheme rules
	
	

	Option agreement
	
	

	Option certificate
	
	

	Notice of exercise
	
	

	Employee booklet
	
	

	Schedule of constituent companies
	
	

	Declaration that shares satisfy legislation 
	
	

	Declaration about power to veto transfer of shares 
	
	

	Resolution establishing scheme
	
	

	Articles of association (unless shares listed on a recognised stock exchange or AIM)
	
	

	Other (please specify eg a shareholder agreement)
	
	


Scheme organiser details
	If listed, name of exchange
	

	Registered office address
	

	Company registration number
	

	Corporation tax office ref.no
	

	PAYE tax office ref.no.
	

	Number of constituent companies ¹
	

	Date scheme was established
	


Note:  Further guidance on CSOP schemes and the Employee Share Schemes User Manual (ESSUM) is available from the HM Revenue & Customs website at:  http://www.hmrc.gov.uk/manuals/essum/index.htm. The published guidance referred to in this document is to the ESSUM.
¹ A full list of all constituent companies (with tax office ref.no’s) should accompany your application for formal approval.

	Official use only
	Initials
	Date
	
	Initials
	Date

	Scheme rules reviewed
	
	
	Formal approval issued
	
	

	Informal approval issued
	
	
	Database updated
	
	


1) Participants
· Only individuals who satisfy the requirements of paragraph 8 Schedule 4 and who do not have a material interest at grant (or within the preceding 12 months) may be granted share options under an approved CSOP scheme.
· It is not permitted to extend participation to individuals who do not satisfy the criteria below.

	
	Rule No.
	Published guidance

	Must be employee of the scheme organiser or constituent company 
	
	42200

	A director must be full time (more than 25 hours per week (excluding meal breaks) )
	
	42210

	In either case must not be eligible if material interest at grant or within preceding 12 months
	
	42500


2) Shares to be used in the scheme
· The shares to be acquired upon the exercise of CSOP options must satisfy the requirements of paragraphs 16-20 of Schedule 4 both at the time of grant and exercise. The company must ensure that this requirement is satisfied. 
· The scheme rules must provide a definition of Market Value (MV) and set out how the exercise price will be determined  - this must not be less than MV and must be stated at the date of grant and
· If shares are not listed on a Recognised Stock Exchange, it is advisable that the rules should contain a requirement that MV must be agreed in advance of date of grant by HMRC Shares & Assets Valuation (SAV).  
	Definition of market value
	
	44110

	Exercise price stated at grant and not less than MV
	
	44110

	Prior approval of SAV
	
	44122, 44130,44135

	Shares must satisfy paragraphs 16 – 20 at date of grant
	
	43150+

	Shares must satisfy paragraphs 16 – 20 at exercise
	
	43150+


3) Grant of options
Options may be granted either by invitation process or by unilateral grant. 
· If invitation process used, options must be granted within 30 days of the first day by reference to which the exercise price is established. 
· If option is granted unilaterally the valuation date must not be earlier than the day preceding the date of grant or later than the date of grant (except for averaging see ESSUM44140)
· The MV of shares that may be acquired on exercise must not exceed £30,000 in aggregate (including any other CSOP options held) at the date of grant. 
· Options granted under a CSOP scheme must not be capable of being transferred during the lifetime of a participant. 
· Options must be granted by deed or under seal or for consideration unless it is a non – UK scheme where options are granted under an agreement.
	Option granted with invitation process: must be granted within 30 days of first date used for valuation
	
	44140

	Options granted unilaterally: MV taken on day not earlier than day preceding date of grant or averaged over a maximum period of 5 days
	
	44140

	Total MV must not exceed £30,000 at date of grant
	
	44120

	Options granted under deed or seal or for consideration or by agreement (if overseas law applies)
	
	40200

	Options must not be transferable during lifetime of participant
	
	44200


4) Performance conditions   
· CSOP options can be granted with objective conditions attached that must be satisfied prior to the exercise of the option and which may be adjusted in the circumstances described below if the rules so provide.
	
	Rule No.
	Published guidance

	Must be objective
	
	44250

	May only be adjusted if “events happen”
	
	44250

	Adjustment must be “fair and reasonable”
	
	44250

	If adjusted, must be no more difficult to satisfy than the original condition
	
	44250,47950


5) Rights to exercise options
· An option cannot be exercised if the option holder has a material interest at that time or has had within the preceding 12 months. 
· All rights to exercise must be clearly stated at the time of grant. 
· If exercise is permitted for the “good leaver” reasons - injury, disability, redundancy (within the ERA) and retirement at the age specified in the scheme (not less than 55) – the exercise cannot be subject to discretion. 
· Provided the exercise rights for all “good leavers” are clearly stated, discretion can be applied fairly and reasonably to any other reason for exercise including on a change of control.
· Where the participant dies the personal representative may be permitted to exercise the option within 12 months of death. 
· Where it becomes known that a change of control is likely to occur, scheme rules can provide for a “conditional exercise” so that exercise will occur immediately prior to the change of control. If this event does not take place, the options will continue without having been exercised.

	Exercise must not be permitted if material interest at exercise or within preceding 12 months
	
	42500+

	Rights to exercise must be clearly stated at grant
	
	41100

	Exercise right for injury must not be subject to discretion
	
	44410

	Exercise right for disability must not be subject to discretion
	
	44420

	Exercise right for redundancy (within ERA) must not be subject to discretion
	
	44430

	Exercise right for retirement at specified age (≥ 55 years) must not be subject to discretion
	
	44440

	Specified age defined (not < 55 years and same for men and women) 
	
	44440

	May be exercise right for corporate events
	
	44500+

	May be exercise right for any other reason
	
	44460

	Where discretion permitted it must be applied on a fair and reasonable basis
	
	44470

	Exercised permitted by personal representative within 12 months of death 
	
	44300

	Conditional exercise may be permitted for corporate event
	
	44500


 6) Procedures after exercise
	Shares must be allotted (or transferred) within 30 days of the effective date of exercise
	
	43460

	The shares allotted or transferred must rank equally (the same in all respects) with shares of the same class already in issue
	
	43460


7) Exchange of options
· Schemes may provide for an exchange of options where a change of control occurs. If an exchange is provided for then it must be in accordance with paragraphs 26 & 27 of Schedule 4. 
	
	Rule No.
	Published guidance

	Exchange may be provided for
	
	45200

	Must occur within statutory period defined in paragraph 26(3)
	
	45245

	Value of “new options” must be equivalent to the value of “old options” (paragraph 27) 
	
	45250

	New options must be over shares that satisfy paragraphs 16 – 20 of Schedule 4
	
	45110

	Must be made clear that the “scheme” remains that of the original scheme organiser and that no further options can be granted other than those granted upon exchange
	
	45260


8) Alterations to options
· The exercise price, number and description of shares but not class of shares under option can be adjusted to take into account a variation of ordinary share capital (which should be defined) subject to the prior approval of HMRC.

	Adjustment provided for
	
	44160

	Variation of share capital defined
	
	44150

	Prior approval of HMRC required
	
	44160


9) Alterations to scheme
· A scheme can provide for an alteration to the rules.

· Where the alteration is to a “key feature” of the scheme the rules must provide that the alteration cannot have effect until approved by HMRC. A “key feature” is any item specified in this application form whether in the rules or any ancillary document.

	Alteration provided for
	
	46600

	HMRC approval prior to alteration coming into effect
	
	46600

	Definition of “key feature”
	
	46600


10) Withholding provisions
· Scheme rules may provide for the company to sell sufficient shares after exercise in order for the participant to meet any liability to income tax and/or NIC. 
· For the provision to be acceptable the participant must accept the arrangement, usually by indicating this in the ancillary documents.

· Withholding may only be a condition of exercise and not the grant or allotment. 
· The participant must be given the opportunity to pay any liability via payroll or otherwise before any shares are withheld. 
· It is not acceptable for the number of shares to be reduced prior to exercise to reflect withholding, exercise must occur and then sufficient shares sold to meet any liability. 
	Withholding may be provided for
	
	48910

	Must be acceptance of condition by participant
	
	48910

	May be condition of exercise but not grant or allotment
	
	48910

	Must be opportunity to meet liability via payroll or otherwise
	
	48910
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