
Brussels /  Düsseldorf  / Hamburg / London / Manchester / Munich / Paris / Shanghai / Silicon Valley / ϐ����ϐ�����Ǥ��� �����������������������������������������������������������

Employee ownership and mutuals experts

EOA Conference 2015



Brussels /  Düsseldorf  / Hamburg / London / Manchester / Munich / Paris / Shanghai / Silicon Valley / ϐ����ϐ�����Ǥ��� ��������������������������������������������������������������������������������������������������������������

Our employee ownership and mutuals expertise

About us

&ŝĞůĚĮ ƐŚĞƌ�ŝƐ�Ă�ůĂǁ �Į ƌŵ�ǁ ŝƚŚ�ƉĂƌƟĐƵůĂƌ�ĞǆƉĞƌƟƐĞ�ŝŶ�ĂĚǀ ŝƐŝŶŐ�ŽŶ�
ĐƌĞĂƟŶŐ�ĂŶĚ� ƐƵƐƚĂŝŶŝŶŐ�ĞŵƉůŽǇĞĞ�Žǁ ŶĞƌƐŚŝƉ� ƐŽůƵƟŽŶƐ� ĨŽƌ�Ă�
variety of businesses and advising public bodies on structuring and
ŝŵƉůĞŵĞŶƟŶŐ�ƚƌĂŶƐŝƟŽŶ�ƉƌŽũĞĐƚƐ�ĂŶĚ�ŵĂũŽƌ�ĐŚĂŶŐĞ�ƉƌŽŐƌĂŵŵĞƐ͘

We have a long history of advising on changing and refreshing
how business can be done. Fieldfisher can trace its roots to the 
ϭϴϬϬƐ͘ �t Ğ�ƉŝŽŶĞĞƌĞĚ�ƚŚĞ�ĚĞǀ ĞůŽƉŵĞŶƚ�ŽĨ�ĐŚĂƌŝƟĞƐ�ĂŶĚ�ďƵŝůĚŝŶŐ�
ƐŽĐŝĞƟĞƐ͘ More recently our public sector and employee
ownership skills have led to changes in the delivery of public
ƐĞƌǀ ŝĐĞƐ�ĂŶĚ�ƚŽ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚĂǆ�ĂĚǀ ĂŶƚĂŐĞĚ�ĞŵƉůŽǇĞĞ-
ownership trusts.

We are at the forefront of the drive to make employee ownership
ŵĂŝŶƐƚƌĞĂŵ�ĂŶĚ�ǁ Ğ�Žī Ğƌ�ƌĞĂů�ĂůƚĞƌŶĂƟǀ ĞƐ�ƚŽ�ƚŚĞ�ƚƌĂĚŝƟŽŶĂů�
business structures in the market. We advise on all the legal, tax
and structuring issues for those establishing and maintaining
employee and employee trust owned businesses and public
ƐĞƌǀ ŝĐĞ�ŵƵƚƵĂůƐ�ŝŶ�ĂƐ�ƐƚƌĂŝŐŚƞŽƌǁ ĂƌĚ�Ă�ƐƚǇůĞ�ĂƐ�ƉŽƐƐŝďůĞ͘

Key facts

Testimonials

Fieldfisher’s employee ownership team has “Wide-ranging
ĞǆƉĞƌƟƐĞ with a specialism in the law surrounding employee
ownership trusts. [It] Advises a number of leading companies with
ŶŽƚĂďůĞ�ǁ ŽƌŬ�ŝŶ�ƌĞůĂƟŽŶ�ƚŽ�ƚƌĂŶƐĂĐƟŽŶƐ” (Chambers UK, 2016)

“' ƌĂĞŵĞ�E ƵƩ Ăůů�is considered "the leading lawyer on employee
share schemes in the UK" by one impressed source, and
is ƉĂƌƟĐƵůĂƌůǇnoted for his work on employee ownership trusts.
K ƚŚĞƌƐ� ĚĞƐĐƌŝďĞĚ� Śŝŵ� ĂƐ� ΗĂ� ǀ ĞƌǇ� ƐƚƌĂŝŐŚƞŽƌǁ ĂƌĚ� ĂŶĚ�
approachable adviser” (Chambers UK, 2016)

“Mark Gearing ƐƉĞĐŝĂůŝƐĞƐ�ŝŶ�ƚŚĞ�ĐŽŶƐƚƌƵĐƟŽŶ�ĂŶĚ maintenance of
ĞǆĞĐƵƟǀ Ğ�ĂŶĚ�ĞŵƉůŽǇĞĞ�ƐŚĂƌĞ�ƐĐŚĞŵĞƐ͕ �ĂƐ�ǁ Ğůů�ĂƐ�ĂĚǀ ŝƐŝŶŐ�ŽŶ�Ă�
range of tax related issues. He is well regarded in the market for
the quality of his advice, and the thoroughness of his
approach” (Chambers UK, 2016)

Neil Palmer is described as having ΗĂ�ĐĂŶ�ĚŽ�Ăƫ ƚƵĚĞ�ďĂůĂŶĐĞĚ�
ǁ ŝƚŚ�ĐůĞĂƌ�ůĞŐĂů�ĚŝƌĞĐƟŽŶ�ǁ ŚĞŶ�ƌĞƋƵŝƌĞĚ͟ �(Legal 500, 2015)

ϯ�D ��ĚƵĐĂƟŽŶ�WĂƌƚŶĞƌƐ
Agilisys
Cabinet Office 
Care and Share Associates
Central Surrey Health
Circle Health
City Healthcare
Donald Insall Associates

A selection of our clients

Hayes Davidson
LB of Newham
WĂƌĨĞƩ Ɛ
Quintessa
St Brides Partners
Sunderland Home Care
TEn Insurance
Tibbalds
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EMPLOYEE-OWNERSHIP TRuSTS

Tried and tested
Graeme Nuttall explains how employee-ownership trusts 
can produce better business outcomes

Employee-ownership trusts (EOTs) 
provide a refreshingly different 
ownership model for private 

companies. Anyone who focuses on the tax 
savings achievable through the new EOT 
tax exemptions is missing the big picture: 
employee ownership can produce better 
business outcomes as well as a great place 
to work.

EOTs are primarily a neat succession 
solution but can work in start-ups and 
at other stages in the business life cycle. 
Advisers need to rethink their answers 
to some standard questions from clients, 
such as what ways are there to sell 
my company?

Employee trusts are a proven 
succession solution
The usual succession solutions for owners 
of a company include a Stock Exchange 
listing, a trade sale or a sale to private 
equity, including a management buyout. 
Many businesses have made a different 
solution work well: a sale to all staff 
organised through an employee trust.

Wilkin & Sons (Tiptree jams) moved 
to employee trust ownership in the 
1980s as did Donald Insall & Associates 
(conservation architects). There are other 
longer-established companies owned 
by employee trusts such as Arup, Swann 

Morton and the John Lewis Partnership. 
The Employee Ownership Association 
has more examples on its website (www.
employeeownership.co.uk/home/).

The employee trust model is clearly 
tried and tested. Research also supports 
employee ownership as providing a ‘win-
win’ business model; one that is good for 
the business itself and for its employees 

(see Chapter 2 in the Nuttall Review of 
Employee Ownership (BIS 2012) (‘Nuttall 
Review’)). Notwithstanding these success 
stories and academic support, until 
recently there has remained a stubborn 
lack of awareness of this ownership 
model across the business community.

Nuttall Review
In 2012 the Deputy Prime Minister, Nick 
Clegg, announced the government’s aim 
of putting employee ownership in the 
bloodstream of the uK economy. The 
government commissioned the Nuttall 
Review and subsequently endorsed its 
definition of employee ownership (see 
Table 1) and measures to help establish 
employee ownership, in all its forms, in 

zz What is the issue?
Employee-ownership trusts are 
primarily a neat succession solution 
but can work in start-ups and at other 
stages in the business life cycle.
zz What does it mean to me?

Employee ownership particularly comes 
to the fore in business successions. This 
is why the government has introduced 
the new EOT CGT exemption. 
zz What can I take away?

Employee ownership can produce 
better business outcomes as well as a 
great place to work.

KEY POINTS

Name Graeme Nuttall OBE
Position Partner
Company Field Fisher Waterhouse LLP
Email graeme.nuttall@fieldfisher
Twitter @nuttallreview
Tel +44 (0)20 7861 4652

Profile Graeme Nuttall OBE, Solicitor and Chartered Tax Adviser is a partner in Fieldfisher’s 
Tax and structuring practice. He received an OBE in the Queen’s 2014 Birthday Honours for 
services to employee share schemes, public service mutuals and employee ownership. As 
the uK Government’s independent adviser on employee ownership, he produced Sharing 
Success: The Nuttall Review of Employee Ownershipthe UK.

PROFILE

www.taxadvisermagazine.com  |  October 2014 

‘Employee ownership – means a significant and meaningful stake in a business for 
all its employees. If this is achieved a company has employee ownership: it has 
employee owners.

What is ‘meaningful’ goes beyond financial participation. The employees’ stake 
must underpin organisational structures that ensure employee engagement. In this 
way employee ownership can be seen as a business model in its own right.’

TABLE 1 – NUTTALL REVIEW DEFINITION OF EMPLOYEE OWNERSHIP
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EMPLOYEE-OWNERSHIP TRuSTS

the mainstream of the uK economy. In 
particular, following the findings of Nuttall, 
the government introduced new tax 
exemptions to support employee trusts. 
The aim of these measures is, primarily, 
to raise awareness of the trust model of 
employee ownership. These exemptions 
also help the financing of employee trust 
owned companies and to simplify this 
business model. The idea is that the tax 
exemptions will encourage owners and 
advisers to break with convention and 
adopt EOTs as a private company ownership 
model. For more on the Nuttall Review see 
www.tinyurl.com/nuttallreviewguide.

EOTs
The current benchmark for drafting 
an employee trust is IHTA 1984 s 86, 
which most satisfy. The flexibility of 
s 86 has encouraged employee trusts 
to try to minimise income tax and NICs 
on the remuneration of employees 
and directors as well as for employee 
ownership. A trust deed for an employee 
trust in an HMRC spotlighted avoidance 
scheme looks very much like a trust 
deed underpinning a genuine employee 
ownership arrangement. The government 
obviously wants the new tax exemptions 
only to support employee ownership and 
so they require a more tightly defined 
trust than a s 86 trust. The definition of 
an EOT combines a distillation of the usual 
key features of trusts used in genuine 
employee ownership structures but 
excluding certain trustee powers typically 
found in a s 86 trust.

Controlling interest requirement
A common feature of most long-
established employee trust owned 
companies is that more than 50% of the 
business is owned by an employee trust 
(and often all the company’s shares are 
held in trust). The government has adopted 
this approach and so an EOT must have 
a controlling interest (see Table 2) in a 
trading company (or parent company of a 
trading group).

Participation and equality 
requirements
The main defining characteristics of an 
EOT are that it meets the participation 
and equality requirements. This is the 
place to start when testing whether an 
EOT provides the right ownership model 
for a company. These notable features 
are familiar to employee share plan 
practitioners, namely that all eligible 
employees should benefit (called the 
‘participation requirement’) and that 
they should do so on the same terms if 
there is ever a distribution from the EOT 
(called the ‘equality requirement’) (TCGA 
1992 ss 236J(1)(a)–236K and also ITEPA 
2003 s 312C). Typically, the trustee of a 
s 86 trust can select which employees 
may benefit and to what extent. under 
an EOT all employees must benefit from 
any distribution. These requirements 
have some flexibility built into them. 
Employees with less than 12 months’ 
continuous employment may be excluded 
and distributions can be varied according 
to their remuneration, length of service or 
hours worked. However, the main reason 
why these requirements are acceptable 
is it is unlikely that any distribution will 
ever be made from the EOT. This follows 
on from the way the new income tax 
exemption for an EOT owned company 
operates (see below).

A key point to appreciate is that once 
an EOT has acquired a controlling interest, 
the aim is to keep that shareholding in the 
EOT permanently. An EOT is intended as a 
permanent vehicle for owning shares.

All-employee benefit requirement
As well as the participation and equality 
requirements, there are other conditions 
to meet, which are together defined as 
the all-employee benefit requirement. 
In particular, an EOT cannot create sub-
trusts or make loans to beneficiaries. 
These conditions are informed by HMRC’s 
experience of trusts used for remuneration 
planning. Further details of the all-employee 
benefit requirement are set out in Table 3.

Indirect not direct employee ownership
One reason why the employee ownership 
business model has not become mainstream 
is the fixation of advisers and past 
governments on direct employee ownership.

Since the 1970s tax-advantaged 
employee share plans have been part of 
the corporate landscape, especially in listed 
companies. In essence, such schemes have 
been add-ons to the conventional corporate 
business model and used either as a means 
to incentivise key executives or to provide 
tax-efficient financial participation for staff. 
Such arrangements work well but anyone 
focusing only on direct employee ownership 
misses a valuable part of the spectrum of 
employee equity incentives.

EOTs highlight a different way to use 
shares as an incentive – that of indirect 
ownership through an employee trust. The 
indirect model involves a trustee holding 
shares collectively on behalf of employees. 
This approach avoids the administrative and 
tax complications of direct share ownership. 
In private companies direct employee 
ownership invariably involves establishing 
an internal share market so that employees 
may buy and sell shares, and ongoing 
requirements to establish market value and 
report share acquisitions and disposals. 
Indirect employee ownership, as well as 
being simpler to operate, has academic 
support. Some research suggests that 
creating a ‘collective voice’ is key to getting 
the most out of employee ownership.

Not everyone in the employee 
ownership sector agrees. There are some 
strong advocates of direct employee 
ownership. Gripple Limited, for example, 
is an employee-owned company in which 
employees own shares directly. Even in this 
case, though, there is a vehicle to provide 
a collective voice for employees (known as 
GLIDE).

Some employee owned companies 
have a mix of direct and indirect employee 
ownership. Such hybrid models of employee 
ownership are also compatible with EOTs. 
The new legislation provides expressly 

October 2014  |  www.taxadvisermagazine.com

‘A settlement meets the controlling interest requirement if –
(a) the trustees –

(i) hold more than 50% of the ordinary share capital of C, and
(ii) have powers of voting on all questions affecting C as a whole which, if exercised, 

would yield a majority of the votes capable of being exercised on them,
(b) the trustees are entitled to more than 50% of the profits available for distribution to 

the equity holders of C,
(c) the trustees would be entitled, on a winding up of C, to more than 50% of the assets 

of C available for distribution to equity holders, and
(d) there are no provisions in any agreement or instrument affecting C’s constitution or 

management or its shares or securities whereby the condition in paragraph (a), (b) 
or (c) can cease to be satisfied without the consent of the trustees.’

(See also TCGA 1992 s 236T)

TABLE 2 – CONTROLLING INTEREST REQUIREMENT (TCGA 1992 S 236M(1))
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EMPLOYEE-OWNERSHIP TRuSTS

that an EOT-controlled company may 
also operate a share incentive plan, SAYE 
option scheme, company share option 
plan or enterprise management incentives 
arrangement (FA 2014 Sch 37 para 19). 
There are special share identification 
rules if EOT trustees want to supply 
shares for a share plan as well as retain 
a controlling interest (TCGA 1992 s 236S).

New capital gains tax exemption
Individuals (and any persons other than 
companies) can get an unlimited capital 
gains tax (CGT) exemption on disposals 
of shares in a trading company or in the 
parent company of a trading group to 
an EOT.

Anyone advising on ways to sell a 
company must now consider a sale to 
an EOT. This exit route is particularly of 
interest to shareholders who do not benefit 
from entrepreneurs’ relief (ER) or where 
their gain exceeds its maximum lifetime 
limit. Achieving a complete exemption from 
CGT should also be enough to ensure a sale 
to an EOT is considered even by those who 
benefit from ER.

In summary, TCGA 1992 s 236H provides 
that this CGT exemption:
zz cannot be claimed by companies;
zz applies only to ordinary share capital;
zz has to be claimed (the requirements of 
making a claim are straightforward (see 
TCGA 1992 s 236H(7));
zz only applies when the relevant shares 
are in a company that is a trading 
company (or principal of a trading group 
(TCGA 1992 s 236I));
zz requires an employee trust that meets 
an ‘all-employee benefit requirement’ 
(see Table 3);
zz requires that trust to meet a 
‘controlling-interest requirement’ (see 
Table 2) for the first time;
zz only applies to disposals in the tax 
year in which the controlling interest 
requirement is acquired for the first 
(and only) time; and
zz needs a ‘limited participation 
requirement’ to be met to show there 
is a sufficient change in ownership (see 
TCGA 1992 s 236N).

The limited participation requirement 
is a possible problem in companies with 
relatively few employees in comparison 
with the number of shareholders who 
are employees or office-holders and who 
would benefit from the CGT exemption. 
This requirement seeks to deny CGT relief 
where, broadly, the ratio of participators 
who benefit from the EOT exemption to 
employees is greater than two-fifths.

There are potential disqualifying events 
that could trigger a CGT liability on the 
trustee of the EOT in certain circumstances 
(TCGA 1992 s 236O–R).

New income tax exemption
The EOT business model also offers a 
tax exemption that benefits employees 
(and therefore the business in which 
they work). The details of this income tax 
exemption are set out in ITEPA 2003 Ch 
10A Pt 4 which introduces an exemption 
from income tax for up to £3,600 per 
employment on certain qualifying bonus 
payments in any tax year (with NICs 
liabilities remaining in place).

Again the qualifying conditions 
are relatively straightforward and 
implementation will be much simpler than 
operating, for those who recall them, a 
tax-relieved, profit-related pay scheme. 
As mentioned above the qualifying bonus 
payments are not paid by the trustee of 
the EOT; they must be paid by a company. 
As with the CGT exemption, there must 
be an employee trust that meets an all-
employee benefit requirement and the 
trust must meet the controlling-interest 
requirement for the period required under 
ITEPA 2003 Ch 10A which is (normally) 12 
months before making qualifying bonus 
payments (ITEPA 2003 
s 312E).

In summary, as well as the employer 
company (E) meeting the above indirect 
employee-ownership requirements 
throughout the qualifying period, other 
conditions must be met. Broadly, these are:
(a) each bonus must not consist of regular 

salary or wages;
(b) each bonus must be awarded under a 

scheme which meets the participation 
requirement and the equality 
requirement (ITEPA 1992 s 312C);

(c) E meets the trading requirement (ITEPA 
1992 s 312D) throughout the qualifying 
period;

(d) E meets the office-holder requirement 
(ITEPA 1992 s 312F and below) at the 
time the payment is made and on at 
least the requisite number of days in 
the qualifying period (whether or not 
those days are consecutive);

(e) E is not a service company. For example, 

one that provides staff services outside a 
group (ITEPA 1992 s 312G);

(f) the payment is not excluded. For 
example, the employee does not give 
up the right to receive an amount 
of general earnings or specific 
employment income in return for the 
provision of the payment (ITEPA 1992 s 
312H); and

(g) where it is a payment to a former 
employee, it is made in the period of 
12 months beginning with the day the 
employment ceased.

The above office-holder requirement 
is a less restrictive version of the limited 
participation requirement. This seeks to 
deny income tax relief where the ratio 
of directors or other office-holders to 
employees (and office-holders) is greater 
than two-fifths.

Consider EOTs
This article provides an introduction 
to these new tax exemptions. There 
are other provisions (and indeed other 
related tax reliefs) not covered in this 
summary. For example, some s 86 
trusts may be deemed to meet the 
all-employee benefit requirement. The 
aim is to encourage the consideration of 
EOTs when designing employee equity 
incentives and also more generally 
throughout the life cycle of a company. 
The income tax and CGT exemptions 
operate independently of one another. 
This means an EOT could be used in 
a start-up to access the income tax 
exemption. An EOT may provide a 
way to structure a business rescue. 
But, in practice, employee ownership 
particularly comes to the fore in business 
successions. This is why the government 
has introduced the new EOT CGT 
exemption. The new EOT tax exemptions 
and the recent publicity about employee 
ownership mean more companies are 
opting for employee ownership as a 
succession solution.

www.taxadvisermagazine.com  |  October 2014 

‘A settlement meets the all-employee benefit requirement if the trusts of the 
settlement –
(a) do not permit any of the settled property to be applied, at any time, otherwise than 

for the benefit of all the eligible employees on the same terms,
(b) do not permit the trustees at any time to apply any of the settled property –

(i) by creating a trust, or
(ii) by transferring property to the trustees of any settlement other than by an 

authorised transfer
(c) do not permit the trustees at any time to make loans to beneficiaries of the trusts, 

and
(d) do not permit the trustees or any other person at any time to amend the trusts 

in a way such that the amended trusts would not comply with one or more of 
paragraphs (a) to (c).’

(See TCGA 1992 ss 236J–u for meaning of authorised transfer etc)

TABLE 3 – ALL-EMPLOYEE BENEFIT REQUIREMENT (TCGA 1992 S 236J(1)(A))
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TEn Insurance completes switch to new employee-ownership trust business model

17 Nov 2014

TEn Insurance has adopted the employee-ownership trust ("EOT") business model. The holding company
of the TEn Insurance Group, Ten Operation, Services and Holdings Limited ("TOSH"), is now almost 70
per cent owned by an EOT, called The Enterprise Network Trust. TEn Insurance announced on 7 July
2014 that it would become majority owned by its employees. On 4 September 2014, The Enterprise
Network Trustee Limited agreed to acquire 65,000 of the 93,500 issued shares in TOSH. The agreement
took effect on 7 November 2014, the day after the opening of a new, larger Manchester office of TEn
Insurance.

Buckinghamshire and Manchester based independent broker network TEn Insurance is another UK
business that has made the switch to EOT control following the introduction of the new tax regime for
EOTs in the Finance Act 2014.

TEn Insurance was advised by Fieldfisher. The team comprised partners Graeme Nuttall OBE, Head of
Fieldfisher's Mutual and Employee Ownership team, and Neil Palmer; Senior Associate, Jennifer Martin
and Trainee Solicitor Fiona Morris.

Malcolm Lee, managing director, founder and former major shareholder said:

"TEn Insurance was founded in 2004 and ten years later, I am delighted the business has made the
transition to employee-trust ownership. We started marketing our unique business model in February
2005 and as an independent broker network, it was vital that TEn Insurance secured an independent
future. By adopting the trust ownership model, the long-term future of the business has been secured for
its broker members in a way which allows all employees to share in the success of the organisation.

"The team at Fieldfisher were excellent with their professional expertise making the transition
straightforward and also gave friendly, helpful advice making the whole process simple for me and my
Board to understand the various steps to complete the transfer."

Fieldfisher partner, Graeme Nuttall OBE said:

"The Nuttall Review recommended that more be done to promote the trust model of employee
ownership. The Coalition Government has done this particularly with the new tax exemptions for
employee ownership trusts. Individuals selling a controlling interest to an EOT pay no capital gains
tax. Employees in an EOT controlled business can receive income tax free bonuses up to £3,600 per tax
year. The shareholders in Ten Insurance have also now played their part in promoting employee
ownership. They have secured the long term future of their business by switching to this ownership
model. This will encourage others to consider employee ownership as a succession solution: a solution
that.is good for a business and for its staff."

Business Minister Jo Swinson said:

“Employee ownership is good for business, employees and the economy. That’s why I support the Nuttall
Review's proposals to make this approach a mainstream part of our economy. It is encouraging to see
more businesses like TEn Insurance converting to give employees a significant and meaningful stake in
their company. It is particularly pleasing that a business in the financial sector is planning for the long-
term by using an employee-ownership trust to secure its independent future.”
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Back to basics: The income tax exemption for employee bonuses

Date: 13 December 2014
Author(s): Graeme Nuttall, Jennifer Martin

SPEED READ

A new income tax exemption for all-employee cash bonus plans is boosting awareness of employee ownership and,
in particular, the control of companies by employee-ownership trusts. For those who believe that all employees
should have a significant and meaningful stake in their companies then this new tax exemption will work well.
Others may be intrigued sufficiently to find out more about employee ownership.

Graeme Nuttall OBE and Jennifer Martin explore the conditions for payment of income tax free bonuses by
companies controlled by employee-ownership trusts.

New tax exemptions promote employee ownership

Since 2012, following the Nuttall Review of Employee Ownership (BIS), the government has promoted the
employee ownership of companies. The article 'The employee ownership business model' (Graeme Nuttall) in Tax
Journal, 13 July 2014, explained recent measures to promote this business model in all its forms and especially as a
business succession solution. In particular:

 a capital gains tax exemption now encourages the sale of a controlling-interest in a company to an employee-
ownership trust (EOT) (TCGA 1992 ss 236H-236U); and

 since 1 October 2014 a new income tax exemption provides a tax incentive for companies to become controlled by
an EOT (ITEPA 2003 Part 4 Chapter 10A).

If an EOT has a controlling interest (as defined) in a company then there is an income tax exemption of up to £3,600
per employee each tax year on certain qualifying bonus payments (with NICs liabilities continuing to apply). It is
the employing company (the employer) and not the trustee of the EOT that must pay the qualifying bonuses.

Qualifying bonus payments

The income tax exemption requirements are relatively straightforward especially if the scheme formula is kept
simple. The bonus needs to be a genuine bonus. The payment must not be:

 regular salary or wages (ITEPA 2003 s 312B(1)(a)); or
 received, in broad terms, in return for giving up the right to receive general earnings, specific employment income

or some other form of employment income (ITEPA 2003 s 312H).

A bonus has to be paid under a scheme which in broad terms, makes awards to all the employer's current employees
(or, if applicable, all of a group's employees). This is the 'participation requirement' (ITEPA 2003 312C). Where a
payment is made to a former employee, it must be made within 12 months of the employment ending (ITEPA 2003
s 312B(1)(h)). The scheme must also meet the 'equality requirement' (ITEPA 2003 s 312C). The 'participation
requirement' and the 'equality requirement' are explained further below.

The other qualifying conditions relate to the employer and its ownership and governance arrangements. The
employer (which cannot be a service company e.g. one providing staff services outside a group (ITEPA 2003 s
312G)) must meet the:

 'indirect employee-ownership requirement" throughout a qualifying period of normally 12 months (ITEPA 2003 s
312B(2)-(3) and s 312E);

 'trading requirement' throughout the qualifying period (ITEPA 2003 s 312D); and
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 'office-holder requirement' at the time the payments are made and throughout the qualifying period (except for up
to normally 90 days) (ITEPA 2003 s 312F).

It is the indirect employee-ownership requirement which ensures there must be an EOT with a controlling interest in
either the employer or (if applicable) the principal company of the relevant group. The trading requirement applies
concepts that are familiar from other tax provisions e.g. non-trading activities must not be substantial. The office-
holder requirement prevents the income tax exemption applying where the ratio of directors and other office-holders
(and connected employees) to employees and office-holders is greater than two-fifths. The 90 days exclusion
(ITEPA 2003 s 312B(4)) allows for recruiting to overcome temporary defaults prior to making bonus payments.

Participation requirement

It is possible to exclude recent joiners by setting a minimum qualifying period not exceeding 12 months. Employees
can also be excluded in limited circumstances involving disciplinary matters. Subject to this, qualifying bonus
payments must be awarded to everyone in employment with the employer (or in the relevant group) when the award
is determined.
The legislation acknowledges that the payment date is likely to follow after the date the award is determined. ITEPA
2003 s 312C(4)(c) allows certain intervening severe disciplinary matters to stop an otherwise eligible employee
from receiving an award. Apart from this exception, an individual employed on the determination date must receive
the bonus even if he or she has left employment by the payment date (remembering that a qualifying bonus payment
must be made within 12 months of the employment ending).

Equality requirement

Every eligible employee must participate 'on the same terms' (ITEPA 2003 s 312C(1)(b)). However, the legislation
provides that this equality requirement will not be infringed if an award is determined by reference to:

 remuneration;
 length of service; or
 hours worked.

An award may be determined by reference to more than one of these factors but each factor must give rise to a
separate entitlement and the total entitlement must be the sum of those entitlements and not the product (ITEPA
2003 s 312C(6)). Also, the scheme must not disproportionately benefit any particular group of eligible employees
(ITEPA 2003 s 312C(9)).
The legislation provides no further guidance on the meaning of 'on the same terms'. In practice understanding this
term will be a key area where professional advice is needed if employers wish to do anything other than pay the
same amount to each employee. Care will be needed to ensure that the proposed calculation does not have the
inadvertent effect of multiplying factors together. The Office of Tax Simplification commented in its final Review of
tax advantaged employee share schemes (page 54) in the context of share incentive plans (SIPs) (ITEPA 2003 Sch
2) that an equivalent same terms requirement is 'complex' and 'difficult to operate'. The existing HMRC guidance
relating to same terms for SIPs provides a starting point until HMRC publishes guidance for EOTs.

Action point for advisers

There is no express requirement for a set of rules but the reference to a 'scheme' means there must be a degree of
formality to these bonus arrangements. Advisers should recommend that a client documents the scheme so as to
demonstrate compliance with all the required conditions and, in particular, the same terms condition.
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Fieldfisher advises Stride Treglown on switch to employee-ownership business model

18 Feb 2015

A team from Fieldfisher has advised architecture practice Stride Treglown on its adoption of the employee-
ownership business model.

Stride Treglown is the 10th largest architectural practice in the UK with 280 staff in nine offices throughout
the UK and the UAE, all of whom now own a part of the company. In the course of its 60 year history,
Stride Treglown has worked on award-winning projects such as the regeneration of former Cornish mining
area Heartlands, the transformation of the 1930s-built Wiltshire County Hall, and the design of Watergate
Bay Hotel in Newquay.

The Fieldfisher team was led by Partner Graeme Nuttall OBE, who authored the 2012 "Nuttall Review of
Employee Ownership". The rest of the team included Partner Neil Palmer and Senior Associate Jennifer
Martin.

Graeme Nuttall OBE commented:

“Stride Treglown was an interesting project. Working with an established organisation to help them with
the transition to an employee-ownership model can present challenges. Culturally, Stride Treglown was
perfect for this structure and their employee-ownership model will bring many benefits to both staff and
clients for years to come.”

Chairman David Hunter said:

“The culture of our practice has always been collaborative, so employee ownership was a logical step for
us to take. The transformation from a traditional architectural partnership into a 280-strong employee-
owned company is momentous but exciting. 2015 is already looking like it’s going to be busy for us - not
least because Bristol, home city of our head office and historic base of the practice, is European Green
Capital City this year. As well as this, with every member of our staff now having a commitment and share
in the company’s future, we are really looking forward to another 60 years of exceptional work for our
clients.”

Iain Hasdell, Chief Executive of the Employee Ownership Association added:

“There is a definite move towards employee owned businesses. The facts speak for themselves,
organisations adopting this model achieve greater productivity and innovation. In addition, we have seen
that there is also the added advantage of greater resilience to economic turbulence. I am delighted that
Stride Treglown has chosen to take this step. As I have been saying for a long time now, this really is the
decade of employee ownership. Employee ownership is a movement for change. For a better way of
doing business.”
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Fieldfisher advises Hayes Davidson on transition to employee ownership

23 Feb 2015

A team from Fieldfisher led by partner Graeme Nuttall OBE has advised architectural visualisation studio
Hayes Davidson on its transition from a limited liability partnership to a 100% employee trust owned
company.

Hayes Davidson, founded in 1989, pioneered the use of computer graphics to visualise architecture in the
early 1990s. The company works with some of the UK's largest architecture and design practices including
Foster + Partners, RSHP, Allies and Morrison, AHMM and Zaha Hadid.

Employee ownership is being seen as an increasingly attractive proposition in the architecture and design
industry. Hayes Davidson's announcement closely follows the decision of architecture practice Stride
Treglown to adopt an employee ownership model, in relation to which Fieldfisher also acted.

The rest of the Fieldfisher team comprised partner Nicholas Thompsell, director Guy Burman and
associate Janice Houghton. On this transaction, Fieldfisher worked with Andrew Broome - a partner at
accountants and tax advisers haysmacintyre - and Ben Walmsley of Spring Law.

Business Minister Jo Swinson said:

“Greater employee engagement leads to better business and a stronger economy. That is why
Government has raised awareness of employee ownership with our industry partners and made changes
to company law to help those hoping to move in this direction. Hayes Davidson is the most recent UK
company to take this step, providing their employees with a stake in their own company and I wish them
every success.”

Graeme Nuttall OBE, partner at Fieldfisher, and the Government's independent adviser on employee
ownership, author of the influential Nuttall Review of Employee Ownership, commented:

"Employee ownership allows Hayes Davidson's employees to focus on using their technical skills and
artistry for the benefit of the business, its clients and themselves. The employee-ownership trust provides
a long-term, secure way of owning the business: one that underpins genuine employee engagement.”

Hayes Davidson Founder, Alan Davidson, said:

"I am delighted for everyone at Hayes Davidson. This change reinforces the truly collaborative nature of a professional
architectural visualisation studio. Employee ownership reflects many of the important values already held at Hayes
Davidson; of partnership, transparency and mutual support. A plan over a year in the making, we are indebted to
friends and advisors in the EO and architecture sectors who have helped us make this transition.”

Ken Shuttleworth of Make architects added:

“I am very happy to hear that Hayes Davidson has become employee-owned. As pioneers in their field,
this is a very positive and progressive change that Hayes Davidson is making. At Make we are committed
to employee-ownership, and have found significant benefits from the greater engagement, transparency
and collaboration that shared ownership brings.”
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Share Buybacks
Danielle Harris from Fieldfisher looks at the draft regulations

coming into force in April this year which will clarify certain aspects

of the rules relating to share buybacks by a company.

C O M P A N Y

Introduction
On 30 April 2013, significant changes
to the rules governing a purchase by a
company of its own shares were introduced
[see CSR Vol 37, pp 1 and 161]. The
buyback regime was simplified, particularly
for share purchases made in connection
with an employees’ share scheme, in
response to the Nuttall Review of Employee
Ownership. A number of uncertainties
arose in relation to the new rules and so
the Government has now published the
draft Companies Act 2006 (Amendment
of Part 18) Regulations 2015 which are
intended to ensure that the regime operates
effectively. It is proposed that the regulations
will take effect on 6 April 2015.

Small buybacks exemption
One of the changes made in 2013 related
to the funding of small share buybacks by
private companies. The general rule is that
a share buyback must be funded out of
distributable profits or the proceeds of
a fresh issue of shares, but a private
company may buy shares back out of
capital if additional statutory requirements
are met, including: specific shareholder
approval for the capital payment given by
special resolution; a directors’ solvency
statement supported by an auditor’s
report; and publicity about the proposed
payment in the London Gazette. There
are also timing restrictions which require
a payment out of capital to be made
between five and seven weeks after
the special resolution approving it.

In 2013, an additional provision
was included which meant that private
companies could, if authorised to do so
by their articles, make small buybacks
without worrying whether they had
distributable profits and without complying
with the additional requirements for a
buyback out of capital. This provision
applies to buybacks up to an amount in
a financial year which is equal to or less

than £15,000 or, if lower, 5% of the
company’s share capital.

The draft regulations clarify:
◆ that the “amount” referred to is the
aggregate purchase price of buybacks
made in the financial year; and
◆ that the 5% limit relates to the nominal
value of the company’s share capital
(excluding any share premium) and is
calculated by reference to its share capital at
the beginning of the relevant financial year.

When this small buyback provision
was first introduced, the accounting
consequences were not spelt out. The
draft regulations make clear that such a
buyback is a buyback out of capital.

Treasury shares
Following the 2013 changes, private
companies need not immediately cancel
shares they have bought back, but may
hold them in treasury before selling them,
transferring them pursuant to an employees’
share scheme or cancelling them.
However, this does not apply if the shares
were bought back out of capital or the
proceeds of a new share issue, rather than
distributable profits. Although the 2013
changes provided that shares could be
held in treasury if they were bought back
under the new small buyback provisions,
the draft regulations remove this option.

Deferred payment
For share buybacks made in connection
with an employees’ share scheme, the
changes introduced in 2013 included a
simplified regime for shares to be bought
back out of capital. This involves a different
solvency statement by the directors and
no requirement for an auditor’s report
or publicity in the London Gazette. In
relation to timing, the requirement is that
the payment out of capital is made between
five and seven weeks after the date on
which the bought back shares are
surrendered.

One of the other changes made was to
remove the requirement for bought back
shares to be paid for on purchase, allowing
payment for shares bought back in
connection with an employees’ share
scheme to be deferred, or to be made
in instalments, if the selling shareholder
agrees. However, the timing requirement
means that companies using the
simplified regime for a buyback out of
capital are not able to take advantage of
this option for deferred payment. This is
rectified by the draft regulations. The new
timing requirement does not relate to the
timing of the capital payment, but is for
the shares to be surrendered between
five and seven weeks after the special
resolution approving the capital payment.

Statements of capital
The draft regulations also remove a
requirement for two identical statements
of capital to be filed at Companies House
when shares are bought back out of
capital in connection with an employees’
share scheme and on the cancellation of
those shares.

Danielle Harris
Senior Associate and PSL

Fieldfisher
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Fieldfisher advises on employee ownership at City PR firm St Brides Partners

05 Mar 2015

A team from Fieldfisher, led by partner Graeme Nuttall OBE, advised St Brides partners on its transition to
employee ownership.

St Brides Partners is a financial public relations company based in London, with an established reputation
as a market-leading consultancy focussed on advising growth companies.

The Fieldfisher team included partner Mary Erb, director Neil Johnston and senior associate Jennifer
Martin.

On this transaction, Fieldfisher worked with C4C Ownership Partners Limited.

Graeme Nuttall OBE, partner at Fieldfisher, and, as the Government's independent adviser on
employee ownership, author of the influential Nuttall Review of Employee Ownership, commented:

"Employee ownership works well at every stage of the business lifecycle and in a wide range of
businesses. St Brides has recognised the value of employee ownership as a proven business model
which can support growth.

"The City of London is really contributing to the growth of employee ownership in the UK; Hunting plc is
planning the sale of a subsidiary to an employee benefit trust and Circle Partnership Benefit Trust now
owns a 25% stake in Circle Holdings plc. Capital for Colleagues plc, which invests in and supports
employee owned businesses, has also recently launched a crowdfunding campaign."

Isabel de Salis, director, St Brides Partners added:

"Our transformation into an employee owned business has been very exciting; the move reflects the
innovative and proactive approach we take in both running our own business and working with clients and
developing their growth strategies. We are only in month three but we are already seeing a positive
difference in attitude from the new partners. We fully believe that the creation of a mutually beneficial
workplace will facilitate our advancement as a leading, multi-sector financial public relations and marketing
consultancy in London.

“The process was by no means easy, but the help we received from Fieldfisher was invaluable. We look
forward to the rest of 2015 with the confidence that we did the right thing!”

If you are interested in finding out more about the Nuttall Review, please click here.

Fieldfisher is an ‘Approved Advisor’ of the Employee Ownership Association, the leading sector body.
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Fieldfisher advises on ground-breaking employee trust buy-out of E.A. Gibson Shipbrokers

01 April 2015

A team led by partners Graeme Nuttall OBE and Neil Palmer advised on the buy-out of E.A. Gibson
Shipbrokers Limited from Hunting Plc.

A cross-practice team led by partners Graeme Nuttall OBE and Neil Palmer advised on the buy-out of E.A.
Gibson Shipbrokers Limited from Hunting Plc, a leading international oil and gas services company listed
on the London Stock Exchange.

This transaction is notable because instead of a traditional management buy-out, the sale was to all
employees using an employee trust. The use of employee ownership in a spin-out from a listed company
is further proof that, following the 2012 Nuttall Review, employee ownership is establishing itself as a
mainstream business model.

E.A. Gibson Shipbrokers has a rich 121 year history. The firm has around 180 employees and presently
operates out of London, Singapore, Hong Kong and Houston. Following the buy-out, E.A Gibson
Shipbrokers is now owned by an employee trust run on behalf of and for the benefit of all the company's
employees.

The rest of the team included senior associate Jennifer Martin, director David Clark and trainees Fiona
Morris and Alex James. Law firm CMS Cameron McKenna also acted in relation to the transaction.

Graeme Nuttall OBE commented:

"We were delighted to be involved in this precedent setting transaction, a further example of Fieldfisher's
market-leading employee ownership expertise. The team has had a busy start to 2015, also helping City
PR firm St Brides Partners, two firms from the architecture sector - Hayes Davidson and Stride Treglown –
and others, in their transitions to employee ownership. It was a pleasure to work with E.A Gibson and we
wish them all the best for their future as an employee-owned business."

Nigel Richardson, Managing Director of E.A. Gibson Shipbrokers, added:

"E.A. Gibson Shipbrokers has completed its decoupling from parent company Hunting Plc. Whilst this split
has been most amicable, there have inevitably been complications, particularly given the 121 year history
together. Graeme Nuttall and his team steered the E.A. Gibson Shipbrokers' team of myself, Graeme
Brook and Allan Walker through the numerous legal hurdles and provided professional leadership
resulting in the successful conclusion of the deal on 31 March 2015. Both Hunting Plc and E.A. Gibson
Shipbrokers Ltd are delighted with the outcome."
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Almost no-one washes a rental car – which  
is why employees need an ownership stake 

Apr 13, 2015 

Almost no-one washes a rental car. Yet, this is what many employees, are, in effect, asked to do. Owners and managers typically strive 
for good employee engagement without offering an ownership stake. Recent reports from the Chartered Management Institute (“CMI“) 
have started to provide answers to some key questions that impact on how a business is run, including how to get staff to, in effect, 
“wash the company car”. 

 Without an ownership stake what drives good business performance from staff? 

When employees perform well, why do they do this? Is this simply obedience? Some managers require staff to do only what they are 
told. Others believe in consensual management and indeed welcome constructive dissent. Roger Steare in his book ethicability refers 
to Milgram’s experiment in which 65% (26 of 40) volunteers were apparently prepared to inflict fatal voltages when ordered to do so. 
This may seem an extreme way to argue for participative management but there is clear potential for commercial harm to a business 
and customers, if not actual harm to patients, if staff cannot occasionally “stop the line” and suggest it is best (or right) to do things 
differently. 

So perhaps each “employee of the month” has actually worked out for themselves what is needed, what is reasonable, from first 
principles. Or perhaps these employees care, perhaps they simply want what is best for their customer, or patient. Or is their behaviour 
driven by a mix of these values? We can start to answer these questions by looking more closely at how managers behave. 

 To what extent do ethics inform the decisions of managers? 

A March 2014 CMI report (Managers and their MoralDNA) tackled this question. Three ethical perspectives were tested: obedience, 
reason and care i.e. the perspectives described above. What did the report find? Among all recognised leadership styles the strongest 
ethic is that of reason, with care next and obedience the least strongest ethic. The relative strength of each varies between different 
styles. A balance exists in each case but always with more emphasis on reason and care. 

However, managers are more likely than most employees to lack empathy and to become more robotic and less caring at work, than at 
home, especially when they are younger, male, junior, right-wing and without any religious faith. This is a deliberate over-simplification 
but each of these separate trends emerged from an online psychometric survey called MoralDNA™, of about 1,500 CMI members. 

This report emphasised that what it does is describe the replies and no particular characteristic is presented as better than others. The 
answer to a problem could well be the same: it is how managers get there that differs. But if different approaches to problem solving, if 
not answers, are important then it helps to have diversity among managers. This CMI report concluded that diversity, in every sense, 
helps managers make better decisions. 

Also, it follows, says the report, that regulators should clearly change their approach. More rules do not make people more ethical. The 
ethic of obedience was the least significant factor in managers’ decision-making. 
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 What links are there between ethics and the performance of an organisation? 

An October 2014 CMI report (The MoralDNA of performance) is another descriptive report. It surveyed 2,500 managers, using the 
same approach as before, to identify links between their MoralDNA and the performance of their organisations. The key finding was 
that “across all 11 performance indicators … high levels of performance were associated with higher ethical scores”. There are some, 
perhaps obvious, correlations.  The particularly interesting findings are those that link to employee engagement. 

 Which management styles have the best link to good employee engagement? 

Managers working in coaching, visionary and democratic management styles rate their organisations as better performing than those 
who work in command and control environments. 

 Do better ethical scores tie in to better business? 

Managers “who rated their organisations highly in terms of staff satisfaction and their ability to attract new staff also had higher 
MoralDNA scores themselves on the ethics of reason and care”. Similarly, there was a positive correlation between reason and care 
and good customer satisfaction scores. 

 What links are there between types of business and the ethical behaviour of an organisation? 

What is very interesting in this second CMI report is the substantial difference between different types of business. The highest “ethical” 
scores were given by managers working in co-operatives, partnerships and private companies. The report comments that in these 
types of organisations managers are more likely to be owners and so the suggestion is that ownership or a sense of ownership has a 
positive effect on ethical behaviour, which, as we have seen, links to high levels of performance. 

Now it could be that the benefits of being in a smaller organisation show strongly in co-operatives and partnerships etc. and perhaps 
these are more likely to be organisations that are growing rather than declining. There were also fewer managers surveyed in each of 
these sectors. Nevertheless the headline news is that co-ops and partnerships are twice as likely to have excellent ethical behaviour in 
contrast to, say, listed companies, or the public sector. 

Conclusions  

The main conclusion from these reports is that if you want to get staff to go the extra mile and cannot offer an ownership stake you 
must explain why this is the right course, logically and in terms of its impact, rather than simply set rules to be obeyed. 

Where this research should go next is to test the impact of actual employee ownership, as against a sense of ownership. In, say, 
employee-trust owned companies all staff should have a strong sense of ownership. In these organisations will managers display the 
high ethical scores found in co-operatives and partnerships? And, what about other employees? Will all staff display the ethical 
behaviours of owners? Will there be a stronger display of reason and care rather than simple obedience in employee-trust owned 
companies? 

The employee ownership sector certainly believes that the best outcomes for a business both in terms of its performance and the well-
being of staff derive from a combination of ownership and employee engagement. In other words, businesses should provide actual 
ownership rather than a sense of it. The “company car” is converted into something in which every employee has a real interest. 

The MacLeod Report on employee engagement acknowledged employee ownership is a profound enabler of good employee 
engagement. These two CMI reports, particularly the October 2014 report, suggest the employee ownership sector has indeed got it 
right. Real ownership and good employee engagement create better business. 

Anyone interested in employee ownership as a business model and, in particular, as a tax efficient succession solution should read the 
articles available on the Tax Deductions blog. For #employeeownership news follow @nuttallreview. 

You can test your own MoralDNA at Personal Test. You can follow the CMI via @cmi_managers 

If you are an employee trust controlled  company that wishes to take part in research using MoralDNA please get in touch via email 
(graeme.nuttall@fieldfisher.com) 
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Fieldfisher advises on the introduction of employee ownership to Laurus Development

05 May 2015

A team from Fieldfisher lead by partner Graeme Nuttall OBE has advised Laurus Development Limited
("Laurus Development") on the adoption of the employee-ownership business model.

A team from Fieldfisher lead by partner Graeme Nuttall OBE has advised Laurus Development Limited
("Laurus Development") on the adoption of the employee-ownership business model. Laurus
Development, which emerged from a former joint venture between five Probation Trusts in the North West
of England, provides qualification and learning programmes for the justice sector. Laurus Development
was the first such public probation sector body in the UK to move into the private sector and is believed to
be the first to introduce employee-ownership.

Fieldfisher has supported Laurus Development in its progress into the private sector and to employee
ownership since 2013 and is delighted that 25% of the company is now owned through an employee trust
on behalf of all Laurus Development's employees.

Other members of the Fieldfisher team included partners Neil Palmer and James Warren, senior
associate, Jennifer Martin and company secretary, Simon Haynes.

Graeme Nuttall OBE commented:

"There is a tremendous momentum to the growth of the employee ownership sector. Laurus Development
is not alone in realising that involving all employees as owners is a great way to grow a
business. Companies with employee ownership have a track record of greater innovation. This makes
sense. If all employees have an ownership stake, everyone working in the business has an interest in
growing that business, not just the founders."

Saleha Wadee, CEO and co-founder of Laurus Development, commented:

"I am delighted at achieving our vision for Laurus Development of involving all staff as owners through an
employee trust. The business is developing at a fast pace with high levels of employee engagement.
Graeme Nuttall and the Fieldfisher team have provided a strong sounding board and advice on our
journey to employee ownership. Using their specialised knowledge, skills and expertise they have been
instrumental in helping us achieve our success to date."
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Employee ownership on agenda for

professional advisers

Posted on May 19, 2015 by CDS Admin

A recent CDS seminar saw professional advisers gather in G lasgow to hear from G raeme N uttall

O BE, author of the N uttall Review of Employee O wnership.

H ere, G raeme – partner of Fieldfisher – discusses the growing enthusiasm for the model, the

important role played by CDS, new tax reliefs and Scotland’s success stories.

I was delighted to be invited to speak to an audience of professional advisers in Glasgow and was

hugely impressed at the level of interest and enthusiasm that exists for employee-owned business

structures.

There can be no doubt – the case for employee ownership has been made. A few years ago, a

company owner looking to explore employee ownership would likely have been dissuaded from this

path by their adviser. Now, advisers are much more likely to present employee ownership as a

feasible succession option for their clients.

Co-operative Development Scotland (CDS), under the leadership of Sarah Deas, must take some

credit for this achievement. CDS has been instrumental in building the employee ownership

community in Scotland, and engaging with professional advisers to help them recognise the role

these individuals and firms play in the development of employee ownership.

Advisers will know about the tax advantaged share plans designed to increase individual share

ownership amongst a firm’s employees. These have been around for almost 40 years. In the Nuttall

Review, I wanted to give greater priority to the trust model of employee ownership.
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This is a simple model and gives employees a collective ownership of the company. I was delighted

that as a result of the findings of the Nuttall Review a new tax regime for “employee-ownership

trusts” (EOTs) was introduced last year. Briefly, there are two main new tax exemptions:

◾ From 6 April 2014 there is an exemption from Capital Gains Tax (CGT) on gains on certain

disposals of shares in a trading company (or in a holding company of a trading group) that

provides an EOT with a controlling interest in that company; and

◾ From 1 October 2014 there is an exemption from Income Tax (but not National Insurance

contributions) of £3,600 per employee per tax year for certain bonus payments made to all

employees of a company or group where an EOT has a controlling interest.

The CGT exemption has attracted attention to employee buy outs as a succession solution. Instead of

a sale of shares being taxed typically, for owner managers, at an effective rate of 10% after

entrepreneurs’ relief, there is an unlimited exemption from CGT.

The Income Tax exemption means there can also be a tax benefit for staff in this business model. In

most cases dividends otherwise payable to the EOT as a majority shareholder are waived by its

trustee and are paid out instead as bonuses to all staff – tax free up to £3,600 per employee per tax

year.

This is a key concept – instead of external shareholders receiving dividends and staff bonuses being

paid simply at the discretion of a board of directors, the EOT model provides staff with an economic

stake.

However, tax should not be the driver of employee ownership. It is important that attention is paid

to the business case. Scotland has more than its fair share of success stories.

Page\Park Architects, recently appointed to restore the world-renowned Glasgow School of Art

Mackintosh Building, is a superb example of a trust owned model of ownership. Stewart Buchanan

Gauges, a business where 85% of the workforce live within a five mile radius, represents the hybrid

model of trust and direct employee share ownership. There are many more, and increasing all the

time.

It’s always rewarding working through a transaction to completion. With an employee ownership

transition, there is an additional bonus in that the relationship extends beyond the deal. The average

life of a Standard & Poor’s listed company was apparently 60 years in 1958, around 30 years in the

1970s and was down to 15 years by 2014. Obviously businesses have to evolve and markets change

but I like the idea that companies I help convert to employee ownership many years ago are still in

existence in contrast to their competitors.

It was a real pleasure visiting Glasgow, especially speaking to so many advisers already convinced of

the benefits of employee ownership. We do need more champions, and with advisers onside I trust

we’ll see even more employee buyouts in Scotland over the next few years.

To read the speech Graeme gave during his presentation at Ernst & Young Glasgow, click here.

This entry was posted in BLOG and tagged 2015,business,business models,Co-

operative Development Scotland,employee ownership,employee-owned,Graeme

Nuttall OBE,Highlands and Islands Enterprise.,Nuttall Review,page\park,Sarah Deas,

Scotland,Scottish Enterprise,stewart buchanan gauges by CDS Admin.
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Fieldfisher advises on Tibbalds employee buy-out

08 June 2015

A team from Fieldfisher lead by partner Graeme Nuttall OBE advised Tibbalds Planning and Urban Design Limited

("Tibbalds") on introducing majority employee ownership. Champions of good urban design, Tibbalds is an

independent consultancy whose multi-disciplinary team works across planning, urban design and architecture to help

create award-winning places and spaces throughout the UK.

Fieldfisher worked with Tibbalds in 2013 to introduce a minority employee trust shareholding. On 2 June 2015,

Tibbalds Employee Trustee Limited ("Tibbalds Trustee"), as trustee of the Tibbalds Employee Ownership Trust

("Tibbalds EOT") bought shares from each of the four founders, Hilary Satchwell, Jane Dann, Jennifer Ross and Sue

Rowlands, to increase the Tibbalds EOT ownership stake to 60%. Tibbalds and the Tibbalds Trustee have adopted a

new employee ownership constitution to give all employees a stake and voice in the business.

Other members of the Fieldfisher team included partner Neil Palmer and senior associate, Jennifer Martin.

Graeme Nuttall OBE partner Fieldfisher and chair of Tibbalds Trustee praised Tibbalds as "a great example of how to

introduce employee ownership to retain a company's independence and ethos, as well as plan for the long term

succession of ownership and management" adding "The move to EO was a natural progression for Tibbalds. The

founders and employees worked enthusiastically towards achieving the move to majority employee ownership. As

with so many successful creative companies, employee trust ownership fits perfectly with the Tibbalds culture: it

harnesses individual and team work towards achieving people friendly places."

Jane Dann, one of Tibbalds’ four Founding Directors said:

"We value our independence, our individuality, and our role as specialists, working with clients in a way that’s

focussed squarely on what they need to make good places happen. So it’s important to have a long-term plan in place

and to attract and retain the right people, particularly at a time when many practices in our sector are consolidating or

being absorbed into bigger names. We also want to make sure that everyone in the team benefits directly from our

success."

Darren Smith, Studio and Marketing Manager and one of Tibbalds’ four, new, elected Trustee Directors, said:

"We already have a shared vision and ethos, but putting in place the Employee Ownership Trust means that they are

now underpinned by a more tangible, financial stake for everyone. Routes to a financial share in the practice are open

to everyone, there is greater transparency about how things are run and we are more attractive to new team

members. Fieldfisher helped us navigate the entire process very easily, providing sound advice and helping ensure

that the whole team was involved in the decision making as it moved forward."

Katja Stille, Associate Director, who has been with Tibbalds for 12 years, said:

"The decision to move to an EOT means that everyone has a greater stake in the business, and we’re really excited

about the opportunity to become more involved. As employees, we’re even more focussed on the same goals and

how we all, individually, can help shape the practice’s future and success."
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Fieldfisher celebrates Employee Ownership Day 2015 

03 July 2015 

Fieldfisher is celebrating EO Day. We are joining politicians, professionals, academics, sector bodies and employee 
owned companies and their employees to celebrate another year of great achievements.  

The Nuttall Review of Employee Ownership set an agenda for promoting UK employee ownership that gathered wide-
ranging support for this business model.  The Government supported the Employee Ownership Association (EOA) on 
the creation of EO Day, as a day for all supporters of "EO" to explain how employee ownership combines better 
business outcomes with improved employee well-being. 

Fieldfisher has taken a key role in two new EO Day 2015 publications.  We are also hosting a roundtable discussion 
with industry experts to explore the themes of employee ownership, better performance and good management, and 
Fieldfisher has participated in other events in the build-up to EO Day. 

New research and guidance 

EO Day 2015 sees the publication of: 

 The MoralDNATM of employee owned companies – ownership, ethics and management culture  

This unique research into decision-making in employee trust owned companies is published by the Chartered 
Management Institute (CMI), and authored by Professor Roger Steare, Pavlos Pavlos Stampoulidis and Peter 
Neville Lewis.  

Fieldfisher partner, Graeme Nuttall OBE, worked with the authors and the CMI on this research project.  This is 
the first research to focus wholly on this employee ownership model and the findings are impressive.  The survey 
found that 94% agree that being employee owned positively affects people’s commitment to the organisation, 
while 86% agreed it improves their ability to attract new staff. 90% said it improves overall performance, while 
almost four in five (79%) said that it encourages longer-term decision-making.  

Graeme Nuttall OBE, Partner said: 

“Becoming employee owned doesn’t have to be complicated and it has become more attractive thanks to tax 
changes introduced in 2014. Existing research shows how employee ownership helps deliver better business 
performance and improved employee well-being. This ground-breaking CMI-MoralDNA research helps us 
understand why, through highlighting the positive impact of the democratic management styles typically found in 
employee owned companies."  

For further information please see the CMI's press release dated 3 July 2015 Democratic management driving 
ethics and engagement in employee owned companies  

 Employee ownership in our public services – making it happen  

Fieldfisher Partner, Neil Palmer has teamed up with partners, Prospects and the Chartered Institute of Public 
Finance and Accountancy (CIPFA) to co-author this new EOA guide on employee ownership, which has been 
designed specifically for public sector organisations. 
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Neil Palmer, Partner said: 

"Fieldfisher has worked with a number of pathfinders that have shown how moving to employee ownership 
succeeds in engaging staff to deliver better public services. We are delighted to contribute to this new guide, 
which will help all those contemplating this change. Public service spin-outs are a growing part of the EO sector, 
and this guide will maintain this momentum."   

For further information please see the EOA's press release dated 3 July 2015 EOA launches new guide on 
employee ownership in public services.  

EO Day Riverbank House roundtable on employee ownership, better performance and good management – 
how they interact  

 The EO Day Riverbank House roundtable speakers include:  

 Patrick Woodman, Head of External Affairs at CMI, and Professor Roger Steare, Corporate Philosopher in 
residence at Cass Business School on the MoralDNATM of employee owned companies, 

  Professor Vlatka Hlupic, University of Westminster author of 'The Management Shift - How to Harness the Power 
of People and Transform Your Organization for Sustainable Success' on how the "Big Shift" should be easier and 
more natural for employee owned organisations, and  

 Richard Marr, Chief Operating Officer of Eaga Trust on its perspective on employee ownership. Representatives 
from 3BM, Arup, the Chartered Banker Institute, Ernst & Young, Kellogg College, University of Oxford, Make 
Architects, Tibbalds Planning and Urban Design and others will take part in the roundtable discussion.  

Representatives from 3BM, Arup, the Chartered Banker Institute, Ernst & Young, Kellogg College, University of 
Oxford, Make Architects, Tibbalds Planning and Urban Design and others will take part in the roundtable discussion. 

Build-up to EO Day  

In the build-up to EO Day: 

 Graeme Nuttall OBE joined MPs, the IPPR and IPA-Involve, in a Co-Operative Party roundtable in Westminster 
on 1 July 2015 to mark Co-Operatives Fortnight and EO Day.  The roundtable chaired and hosted by Labour and 
Co-operative MP Jonathan Reynolds discussed how higher levels of employee ownership can contribute to 
increasing British productivity and growing the economy 

 Graeme Nuttall OBE encouraged professionals and company owners to consider the employee-ownership trust 
(EOT) model as a business succession solution at a 1 July 2015 ifs Proshare and Global Shares training 
event.  He explained the new tax exemptions for EOTs introduced as a result of the findings of the Nuttall Review 

 Members of the Fieldfisher Employee Ownership and Mutuals team presented a review of recent employee buy-
outs on 2 July 2015 to colleagues to build greater awareness of EO as an ownership model.  Neil Palmer and 
Director Tom Martin showcased our work for E.A. Gibson Shipbrokers and others and Jennifer Martin provided 
an overview of the new capital gains tax exemption for qualifying disposals to EOTs, and 

 We hosted an EOA South East Network event at Riverbank House on the eve of EO Day.  This well attended 
enthusiastic event had a special focus on employee engagement in EO companies.  Senior Associate, Jennifer 
Martin provided an overview of achievements of the EO sector in the three years since the publication of the 
Nuttall Review and suggested that the next priority for the sector should be a focus on maximising the employee 
engagement benefits of EO .  Jeremy Gadd, founder of J Gadd Associates repeated part of the successful 
employee  
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EOA launches new guide on employee

ownership in public services

July 3, 2015

EOA launches a new guide for organisations in the public services exploring

‘spinning out – a transition to employee ownership

Friday 3rd July 2015 is UK Employee Ownership Day, which is now a significant event in

the national business calendar, delivered by the Employee Ownership Association

(EOA). To coincide with the day, the EOA have teamed up with partners Prospects,

Fieldfisher and the Chartered Institute of Public Finance and Accountancy (CIPFA) to

develop and launch a new guide on employee ownership, which has been designed

specifically for public sector organisations.

Employee ownership (EO) is a business model in which employees have a significant

stake in their company, have a say in how the business is run and directly benefit from

its success. Research has shown that employee-owned businesses continue to

outperform their non-EO counterparts in terms of productivity and profitability, and

through their high levels of engagement across the workforce

EO is the fastest growing form of business ownership in the UK. An important part of

this growth is within our public services. These ‘spin out’ businesses currently operate in

a range of sectors including youth services, schools support, health and social care.

Iain Hasdell, Chief Executive of the EOA said:

“This new guide is essential reading for all those interested in employee owned public

service spin outs, and we are delighted to launch it on EO Day 2015. These organisations

are performing brilliantly, and play an important part in the ongoing growth of the
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employee owned sector. We are grateful to our partners at Prospects Fieldfisher, and

CIPFA for their help and support in the production of this important guide.”

Nick Bell, Chief Executive at Prospects commented:

“Prospects is pleased to be have been asked to author the new guide for organisations in

the public services exploring employee ownership. As the 11th largest mutual

organisation in the country, and one of the first public service mutuals we are uniquely

placed to share our experiences and the benefits employee ownership has brought to our

business and our colleagues. More than £1.5bn of contract value is currently delivered by

public service mutuals, and this is set to increase with the new government’s plan to

introduce a ‘right to mutualise’ in the public sector.”

Rob Whiteman, Chief Executive of CIPFA, said:

“Employee ownership is an increasingly important organisational model for the delivery

of public services.

“Evidence shows that they can help improve productivity, staff morale and innovation

which ultimately leads to better value for money services for taxpayers.

“Finance professionals are critical to the development of sound business plans

and accountants, senior managers and non-executives will find this guide to be an

invaluable resource on the benefits of setting up an employee owned public service

mutual.”

Neil Palmer, partner at Fieldfisher said:

“Fieldfisher has worked with a number of pathfinders that have shown how moving to

employee ownership succeeds in engaging staff to deliver better public services. We are

delighted to contribute to this new guide, which will help all those contemplating this

change. Public service spin-outs are a growing part of the EO sector, and this guide will

maintain this momentum.”

To find out more about the new guide, employee ownership or EO Day 2015 please visit:

www.employeeownership.co.uk and @employeeownership.

 

23



July 13, 2015 Tax

NEW TAX EXEMPTIONS FOR COMPANIES

OWNED BY EMPLOYEE OWNERSHIP

TRUSTS

A strong economy requires, amongst other things, the use of a diverse range of business models.

Once an under-used business model, the employee trust model of ownership has received a

boost in recent years with support from the UK Government, including the introduction of new

tax exemptions.

The growth of employee ownership

Employee benefit trusts or “EBTs” have commonly been used in the UK to act as a

warehouse for shares in a company operating a share or share option plan and, in the

case of private companies, for creating an internal market enabling employees to buy and

sell shares in their employer company. EBTs were also used in tax avoidance structures

during the 1990s and early 2000s – it is because of these structures that the UK tax

authority, HM Revenue & Customs, can view employee trust arrangements with some

suspicion. But another use is now proving popular, with support from the UK Government.



New tax exemptions for companies owned by employee ownership trusts | Lawyer Issue
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This is where a business is owned collectively for the benefit of all those working in it

through an employee ownership trust. In this article, “employee ownership” means:

“a significant and meaningful stake in a business for all its employees. If this is achieved then a

company has employee ownership: it has employee owners” (The Nuttall Review of Employee

Ownership, Business of Innovation and Skills, 2012).

For decades, direct share ownership by employees has been promoted in the UK through

a variety of tax-advantaged share and share option plans. Employee trust ownership is

also a tried and tested method of running and sustaining a successful business. John Lewis

Partnership, one of the UK’s biggest retailers, is a great example. It is wholly owned by an

employee trust and all of its 93,800 permanent staff are beneficiaries of the trust.

Notwithstanding such success stories there has been a distinct lack of awareness of the

employee trust ownership model until recently. Hard work and perseverance by interested

stakeholders has succeeded in raising awareness of employee trust ownership. In

particular, in 2014, the UK Government confirmed its commitment to support employee

ownership trusts in a tangible way with the introduction of new tax exemptions.

Capital gains tax exemption

As in many other jurisdictions, any capital gains made in respect of the sale of shares in a

company by individuals are subject to tax (“CGT“). In the UK, the rate of CGT can be up to

28% depending on the facts.

The UK Finance Act 2014 introduced a complete exemption from CGT arising in connection

with the sale of shares to a new type of trust, an “employee ownership trust” or “EOT”. An

EOT is essentially a particular type of EBT which has less discretion as to, for example, how

trust property can be applied in favour of the beneficiaries. There are a number of

conditions that need to be satisfied in order for the exemption from CGT to apply. The

exemption does not apply to disposals of shares by a company. The other main conditions

are as follows:

1. Trading company: the company whose shares are being disposed of (“C“) must be

trading or the parent company of a trading group (i.e. the exemption does not apply

to the sale of shares in investment companies). This requirement must be met at the

time of the disposal and for the remainder of the tax year (from 6 April to 5 April the

following year) in which the disposal falls;

2. All-employee benefit requirement: the EOT must not permit:

◾ any property in the trust (at any time) to be applied otherwise than for the

benefit of all employees of C and any group companies (subject to some

limited exceptions) on the same terms;

◾ the trustees of the EOT to apply any trust property:

◾ by creating a trust; or

◾ by transferring property to the trustees of any settlement other than,

broadly, another EOT;

◾ the trustees to make loans to any beneficiaries; or
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◾ permit the terms of the EOT to be amended in such a way as to permit any of

(a) to (c) above,

and this requirement must be met at the time of the disposal and for the remainder of the

tax year in which the disposal falls; and

3. Controlling interest requirement: as a result of the disposal (or an earlier disposal

in the same tax year), the EOT gained a controlling interest in C. “Control” for this

purpose means (broadly) the EOT owns more than 50% of the ordinary shares of C,

has the majority in voting rights in C, has the right to more than 50% of profits of C

available for distribution and is entitled to more than 50% of C’s assets available for

distribution on a winding up.

Income tax exemption

Bonus payments made in the UK from employers to their employees are generally subject

to income tax (at rates of up to 45%) and national insurance (social security) contributions.

The second tax exemption introduced by the Finance Act 2014 is an exemption from

income tax (but not national insurance contributions) on qualifying bonus payments of up

to £3,600 per employee per tax year. This business model provides a tax benefit to the

business and its employees. As with the CGT exemption, certain conditions must be met in

order for the income tax exemption to apply.

The main conditions for making a qualifying bonus payment by employer (“E“) are as

follows:

1. Discretionary bonus: it must not consist of regular salary or wages;

2. Participation requirement: all individuals employed by E or another group

company when a payment is made must be eligible to participate in the scheme

pursuant to which the payment is made;

3. Equality requirement: every employee must participate in the scheme on the same

terms;

4. Trading: E must be trading;

5. Controlling interest requirement: an EOT must “control” E (see above); and

6. All employee benefit requirement: such EOT must meet the all-employee benefit

requirement described above.

The conditions in 5. and 6. above are together known as the “indirect employee-ownership

requirement” which must be met throughout the period of 12 months prior to a qualifying

bonus payment being made or, if less, the period of time since conditions 5. and 6. were

first met in respect of E.

The future of employee ownership in the UK and around the world

Whilst the two new tax exemptions are welcome and go some way to putting employee

trust ownership on a par with the tax advantages for direct employee share ownership,

tax, of itself, should not drive business structuring. Employee ownership is a tried and

tested business model in the UK. Businesses such as the John Lewis Partnership are proof
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of this. This is what should attract attention to this ownership model. Of course, the new

tax exemptions certainly serve to raise the profile of this under-used business model.

Although these new tax exemptions are only relevant to UK tax payers, there is scope for

promoting the employee trust model of ownership in other jurisdictions. One of the

benefits of employee trust ownership is its flexibility. It can work at every stage of the

business life cycle, not just as a business succession solution, and across companies of all

sizes and in all sectors.

Senior Associate at Tax and Structuring group at Fieldfisher

Email: jennifer.martin@fieldfisher.com

Tel: +44 (0) 20 7861 4730

Jennifer advises companies and business owners on the full range of

corporate tax and since qualifying as a solicitor, she has developed

expertise in advising clients and intermediaries on business

transformations and tax structuring, both in the public and private sectors

often with an employee ownership element.
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ETHICS MATTER MORE TO MANAGERS IN EMPLOYEE-OWNED 

COMPANIES, NEW RESEARCH REVEALS 

Fieldfisher has supported the Chartered Management Institute and MoralDNA in the production of a 
new report: "The MoralDNA of Employee-Owned Companies". 

Managers in employee-owned companies are more likely to apply personal ethics to their 
professional lives than their counterparts working for companies with other forms of ownership, new 
research published today [25 September] reveals. 

According to a survey of 1,019 workers in employee-owned companies, managers are less likely to 
make business decisions based on ‘blind’ obedience to corporate rules and are more likely to take 
into account the interests of their colleagues, customers and communities. 

The research reveals that a ‘culture of equals’ results in more consistent decision making by all 
workers in employee-owned companies. Managers and non-managers are more likely to share the 
same ethical considerations in their decision making at work compared to employees in companies 
with other forms of ownership.  

Workers are also more likely to rate the leadership of employee-owned companies more favourably. 
Nine in ten (90%) experience high-performing, ‘democratic, visionary, affiliative, and coaching’ 
leadership styles compared to just six in 10 (57%) workers in non-employee-owned businesses. 

The findings of the survey have been compiled for a new report, The MoralDNA of Employee-Owned 
Companies, produced by the Chartered Management Institute (CMI) and business psychometric 
specialists MoralDNA, with support from Fieldfisher and the eaga Trust. The report was launched at a 
management industry gathering at Fieldfisher, long-term supporters of employee ownership.   

The new report compares the experiences of 1,019 managers and non-managers working for 
employee-owned companies to similar workers in a cross-section of companies with other forms of 
ownership. 

Ann Francke, chief executive of CMI, commented on the findings: 

“I urge company owners looking at new ways to improve business performance to read the report 
and its great case studies on flourishing employee-owned companies. 

“The evidence here is that employee ownership improves employees’ commitment, positively shapes 
their thinking about ethical decisions and influences management action for the better. We should 
have more employee-owned companies and we should learn from their success.” 

In other findings, 95% of workers in employee-owned companies report the ownership model having 
a positive effect on the workforce’s commitment to their company; 91% say it has a positive impact 
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on their organisation’s performance; and 87% say that it enhances their company’s ability to attract 
new talent. 

The report’s lead author and MoralDNA founder, Prof. Roger Steare, Corporate Philosopher in 
Residence at Cass Business School, said: “This research into the MoralDNA of employee-owned 
businesses clearly shows the benefits of applying the fundamental human rights of democracy and 
justice to the workplace. The modern joint-stock corporation is a feudal and autocratic anachronism 
in which fear is the dominant emotional driver of behaviour. It is no wonder that systemic corporate 
deceit, dishonesty and the destruction of all that we value are revealed to us on a daily basis in the 
news. 

“In contrast, employee owned companies embody the humanity, integrity and sustainability vital to 
our prosperity. The shareholder value they create is truly one of “sharing" and I am delighted that in 
this research, we have been able to support the ideal that the best form of capitalism is one where 
workplace culture is rooted in those same moral principles that underpin democratic and fair 
societies.”     

Graeme Nuttall OBE, Fieldfisher partner and the government's independent advisor and author of 
Sharing Success: The Nuttall Review of Employee Ownership, said: 

"This important report on the MoralDNA of employee-owned companies sends a strong signal to 
other businesses: employee ownership helps develop and sustain strong employee engagement, 
encourages long-term decision making and promotes a commitment to customer satisfaction. What's 
more, employee owned businesses are in a strong position to attract, and retain, committed staff. In 
short, adopting the employee ownership model is a step towards long term success for your 
business, regardless of industry." 

To download a copy of The MoralDNA of Employee-Owned Companies and case studies visit: 

www.managers.org.uk/moraldna. Join in the conversation using #CMIethics.  
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Employee ownership is a versatile business model  
 
Published in Expert Guide: Tax (September 2015)  
By Jennifer Martin & Graeme Nuttall OBE 
 
In the September 2014 edition of Expert Guide (Tax) Graeme Nuttall wrote about how the UK employee 
ownership ("EO") business model is attracting momentum internationally (see "The Employee Ownership 
Business Model Is Incredibly Welcome News") and how, in particular, new tax exemptions are 
encouraging employee ownership trust (“EOT”) buy-outs.  One year on, this article focuses on the 
versatility of EO as an ownership and governance model, at all stages in the business lifecycle and 
provides examples of EO in companies of all sizes and across a wide range of sectors.   
 
EO for start-ups 
 
Introducing EO at the start of the life of a business demonstrates a clear commitment to a collaborative 
approach to working and, in particular, it "hardwires" into a company's structure a way for employees to 
have both a say and a financial share in the success of the new venture.   
 
Employee Ownership Association award winner Dan Knowles set aside 10% of the equity for all staff 
when launching the Mary Knowles Home Care Partnership, with a promise to increase that stake to 100% 
as the company grows.  Start-up probation service provider Laurus Development went straight to a 25% 
shareholding held in trust for the benefit of all employees.  A stake of 25% is increasingly recognised as 
the minimum stake needed for a privately owned company to say it has EO. 
 
Others have opted for complete EO from the outset.  100% of the shares in both Marine Engineering 
Partnership and Arrowfield Veterinary Practice are owned on behalf of all employees by an employee 
trust.  Founding director of Arrowfield, Paul Buckingham said (in Fieldfisher's press release): 
"We settled on the employee ownership trust model because it means our vets, nurses, office and support 
teams own the business together and have a say in how it's run, as well as a stake in its long-term 
success; we all have an interest in delivering the very best service to our community".   
 
EO for an established business 
 
In an established business, EO provides a way to develop and grow a company.  The Nuttall Review of 
Employee Ownership (BIS, 2012) highlighted how EO can, in particular, drive innovation in a company, as 
well as achieving greater employee commitment and engagement.   
 
Stride Treglown, the 10th largest architectural practice in the UK, moved to widespread share ownership 
among its employees in February 2015.  In Fieldfisher's press release, Chairman of Stride Treglown, David 
Hunter said: 
 
"The culture of our practice has always been collaborative, so employee ownership was a logical step for 
us to take.  The transformation from a traditional architectural partnership into a 280-strong employee-
owned company is momentous but exciting… with every member of our staff now having a commitment 
and share in the company’s future, we are really looking forward to another 60 years of exceptional work 
for our clients". 
 
IT and business services partner Agilisys is the largest business yet (the authors believe) to covert to 
majority EOT ownership.  In Agilisys' announcement of its move to employee ownership, its Chairman 
and one of its founders Charles Mindenhall said: 
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"I believe that by introducing significant employee ownership it will provide an exciting structure for the 
continued growth of Agilisys which is strongly consistent with and a natural extension to the collaborative 
culture and principles which are in place within the Agilisys group" 
 
The UK Government continues to support EO.  The Rt Hon Matthew Hancock MP, Minister for the 
Cabinet Office and Paymaster General, added: 
 
"As an innovative company providing services to government, I am delighted that Agilisys has recently 
adopted the new “John Lewis-style mutual” Employee Ownership Trust model.  The government totally 
supports employee owned business models.  Research has demonstrated that giving employees a ‘stake’ 
in the organisation they work for drives increased performance in the services they provide, delivers 
improved employee commitment, and is overall better for the UK economy." 
 
EO and management succession 
 
EO can provide a long-term plan for management succession.  It provides an alternative to a 
management buy-out, without the need for new managers to raise the finance to buy a stake in the 
company.  This was part of the reasoning behind the move to majority EOT ownership by champions of 
good urban design, Tibbalds.  As Darren Smith, Studio and Marketing Manager and one of Tibbalds’ four, 
new, elected Trustee Directors, explains:  
 
“We already have a shared vision and ethos, but putting in place the Employee Ownership Trust means 
that they are now underpinned by a more tangible, financial stake for everyone.  Routes to a financial 
share in the practice are open to everyone, there is greater transparency about how things are run and 
we are more attractive to new team members."  
 
EO and ownership succession  
 
EO remains an ideal way for founders to sell a company.  Those wishing to maintain their business as a 
successful, independent trading enterprise, often choose EO as an ownership succession solution in 
preference to a trade sale or other traditional form of exit.   
 
Architectural visualisation studio Hayes Davidson is now 100% EOT owned because this provides a long-
term, secure way of owning the business: one that underpins genuine employee engagement.  Leaders in 
standby power solutions, PB Design is an engineering firm that is also now 100% EOT owned.  The new 
structure means employees via the PB Design EOT have a permanent financial interest in the profits of 
PB Design and there is no need ever again to plan for who will succeed to the ownership of the company. 
 
EO and business rescues 
 
EO has also been used in business restructuring and rescue situations (see further in paras 3.41-43 of the 
Nuttall Review).   
 
The benefits of EO 
 
Supporters of EO are confident of its benefits: it helps deliver better business performance and a more 
engaged and happier workforce.  Recent research published by the Chartered Management Institute 
helps explain why (see the CMI website for further information).  The MoralDNA™ of Employee Owned 
Companies interim report found that "94% agree that being employee owned positively affects people’s 
commitment to the organisation, while 86% agreed it improves their ability to attract new staff.  90% 
said it improves overall performance, while almost four in five (79%) said that it encourages longer-term 
decision-making".  Full results will be published at end of September 2015 and move positive news is 
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expected.  Ann Francke, Chief Executive of the Chartered Management Institute has called for more 
employee ownership: 
 
"Employee ownership goes hand in hand with more democratic management styles.  Our research shows 
the benefits are clear, with high levels of employee commitment, more caring ethical mindsets and a 
more long-term approach to business decisions.  The economy would benefit from having more employee 
owned companies and we can all learn from their example.”  
 
This article highlights the versatility of the EO business model and shows how the benefits of EO can be 
realised at every stage in the business lifecycle. 
 
Graeme Nuttall is a partner in Fieldfisher's Tax and structuring practice in London.  He received an OBE in 
the Queen's 2014 Birthday Honours for services to employee share schemes, public service mutuals and 
employee ownership.  He helped develop the UK's EMI share option arrangement.  As the UK 
Government's independent adviser on employee ownership, he produced Sharing Success: The Nuttall 
Review of Employee Ownership.  The UK Government supported all the Nuttall Review's 
recommendations including changes in UK company law to make share buy backs easier and the Finance 
Act 2014's new tax exemptions to promote the trust model of employee ownership 
Email: graeme.nuttall@fieldfisher.com Twitter @nuttallreview 
 
Jennifer Martin is a Senior Associate in Fieldfisher's Tax and structuring practice in London.  She advises 
companies and business owners and has developed expertise in advising on business transformations 
and tax structuring, both in the public and private sectors often with an employee ownership element.   
Email: jennifer.martin@fieldfisher.com  
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Employee ownership "makes for better business" 

Graeme Nuttall OBE is a partner at law firm Fieldfisher and author of the Nuttall Review of 
Employee Ownership.  

Here, Graeme delves into new research which highlights the numerous benefits employee 
ownership can help to deliver for companies.  

Research has shown conclusively that employee-owned companies outperform conventionally structured 
firms on a range of metrics including productivity, sustainability, innovation, customer satisfaction and 
employee wellbeing. 

My report for the UK Government "Sharing Success; the Nuttall review of employee ownership" examined 
the barriers to employee ownership, and how these could be overcome. The new tax reliefs that came into 
force in 2014 were a result of this. Awareness of employee ownership is higher than ever before, and the 
business benefits are recognised. 

There is no doubt there is something about employee ownership that makes a difference and I was keen 
to look more closely at why it works. The Chartered Management Institute (CMI) has been undertaking 
research into the nature of leadership and employee engagement using the MoralDNA diagnostic tool that 
measures thinking preferences when making moral decisions. 

I was delighted to collaborate with the CMI and the report’s authors, Professor Roger Steare, Pavlos 
Stampoulidis and Peter Neville Lewis, in examining how employee-owned companies compare to other 
business models. 

This is the first piece of research to look exclusively at employee trust owned companies; the predominant 
model of employee ownership in the UK. Sponsored by Fieldfisher and the eaga Trust, the report, “The 
MoralDNA of employee owned companies”, gathered evidence from more than a thousand employees 
across 15 employee-owned (EO) firms. 

The results were compared with those from employees from other sectors, and with the sample of 
managers used in other CMI research. We found that employee ownership has a positive impact on 
business ethics, and there is an established link between higher ethical scores and better business 
performance. 

Some of the results are quite extraordinary.  90% of employee owners report that they experience high-
performing visionary, democratic and coaching leadership styles. Only 58% of employees in the control 
sample said this, with 42% of this control sample saying they experience poor-performing, command and 
control leadership styles.  The working environment is more collaborative and collegiate in employee-
owned companies compared with the coercive and demanding styles of other forms of ownership. 
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The values in employee-owned organisations are seen to be stronger than in other businesses.  People 
working in employee-owned companies demonstrated significantly higher scores in the values of fairness, 
trust, excellence, humility and courage. 95% of respondents said employee ownership enhanced 
commitment to the company, and 91% said it contributed to performance. 87% believed the company’s 
ownership model was an attraction for new staff. The report contains 15 case studies from employee-
owned companies with inspiring stories of how their employee ownership impacts on their ways of 
working. 

This is remarkable research that gives a fascinating insight into why companies owned by their employees 
are better businesses in every sense of the word. The report provides a broader message about the 
importance of inclusive leadership, and the importance of ethics in business. It reinforces the strong case 
for more employee ownership and sends out a call to business owners to consider giving their employees 
a stake in the company in which they work. 
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It's common for UK professional partnerships to adopt a "naked in/naked out" approach to 
membership. In broad terms, new members of the partnership are not required to contribute a 
substantial sum on joining the partnership (naked in), but equally they don't get more than that initial 
contribution (possibly plus interest) when they leave the partnership (naked out). 

In such circumstances it is relatively easy for partners to move in and out of the ranks. The "naked 
out" part of this means that a retiring partner does not realise a capital return for goodwill built up 
over time. What the partner gets is a share of profits over the time he or she was a partner. This 
business model can stand the test of time. There are no distracting discussions on what "my equity" 
is worth and "how will I get paid that increase in value"? But it is not the only way to maintain the 
independence and longevity of a business. 

Some partnerships don’t adopt the naked in/naked out approach. Their partners expect a capital 
return on retirement. Delivering that return or switching to the naked in/naked out approach can be 
problematic. 

An alternative route is now available for professional partnerships: employee ownership. This is a 
simple model and gives employees a collective ownership of the company (a preliminary step of 
course being the conversion of the partnership to a company). This is particularly relevant now 
because of the availability of two new tax exemptions: 

35



(a) from April 2014 there is an exemption from capital gains tax (CGT) on gains on certain disposals
of shares in a trading company (or in a holding company of a trading group) that provides an
employee ownership trust (EOT) with a controlling interest in that company; and

(b) from October 2014 there is an exemption from income tax (but not national insurance
contributions) of £3,600 per employee per tax year for certain bonus payments made to all
employees of a company or group where an EOT has a controlling interest.

The CGT exemption has attracted attention to employee buy outs as a succession solution. Instead
of a sale of shares being taxed typically, for owner managers, at an effective rate of 10% after
entrepreneurs’ relief, there is an unlimited exemption from CGT.

The income tax exemption means there can also be a tax benefit for all staff in this business model.
In most cases dividends otherwise payable to the EOT as a majority shareholder are waived by its
trustee and are paid out instead as bonuses to all staff – tax free up to £3,600 per employee per tax
year. This is a key concept – instead of external shareholders receiving dividends and staff bonuses
being paid simply at the discretion of a board of directors, the EOT model provides staff with an
economic stake.

Tax should not be the sole driver of employee ownership. Other ingredients need to be thrown into
the mix, including a willingness on the part of the current owners and the employees to make
employee ownership work, but the tax incentives available are significant and should be taken into
account when considering what legal form a business should take and succession planning options.

If you would like to know more about succession planning for professional partnerships or converting
a business to employee ownership please contact Graeme Nuttall OBE (author of the Nuttall Review
and champion of employee ownership) or Guy Burman.
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