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Equity Plan Solutions (EPS) is a division 
of Link Group providing comprehensive 
services to clients operating employee and 
executive share, rights and option plans.
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Welcome to the third edition of EPS Insight.
This year we turn our attention to broad-based employee share 
plans in Australia. Over the year we have seen a continued interest 
from a broad spectrum of companies who are looking to establish 
or make changes to their employee share plans. 

This review builds on that research and brings new insight into 
the operation of the broad-based plan.

In this edition

9%
 

of participants sold 
their shares within  

30 days of the release 
date compared 
to 4% in 2016

65%
 

of employees are 
still in the plan at the 

3 year restriction 
period consistent 
with 2016 trends

70%
 

of our ASX 200 
companies have a tax 

exempt share plan 
compared to 75% 

in 2016 trends

Key takeaways

We hope you enjoy this edition and if you would like further 
information, please contact your Client Relationship Manager.

Link Group’s EPS team experienced a busy 2019, managing 
offers for our 150+ plan administration clients. We made offers 
to over 200,000 employees throughout the year. 

This report contains insights on plan trends, 
design, offers, post vesting activity and 
employee engagement, and covers all tax 
exempt and salary sacrifice plans offered by 
Link Group clients in 2019. We also share 
insights from our UK share plan team and 
talk to George Ross at The Star Entertainment 
Group regarding their employee share plans.

Throughout this report we refer to tax exempt plans and $5,000 share 
purchase plans, the most popular broad-based share plans in Australia:

Tax exempt plans: those plans meeting the requirements of section 
83A-35 of the Income Tax Assessment Act 1997 (Cth) (the Act), and 
can be divided into ‘opt in’ (where employees must explicitly accept 
an offer of shares) and ‘opt out’ (where employees are given shares 
and can choose not to accept them). 

Tax exempt plans can also be offered as a ‘gift’ (for nil consideration) 
or on a salary sacrifice basis $5,000 share purchase plans: plans 
that meet the requirements of 83A-105(4) of the Act. These plans 
are typically offered on an opt-in basis and employees are invited to 
purchase shares at full value using pre-tax funds.
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Broad-based plan type
70% of Link Group’s ASX 200 clients offer broad-based plans with 
tax exempt plans more popular than $5k salary sacrifice plans.

Plan offering by market capitalisation
A greater number of our top ASX 100 companies are now operating a tax exempt plan compared to 35% ASX 100 in 2017.

Plans offered by industry 

Financials 11 21.70%

Materials 9 17.60%

Information Technology 6 11.80%

Consumer Discretionary 5 9.80%

Consumer Staples 4 7.80%

Health Care 4 7.80%

Industrials 4 7.80%

Real Estate 4 7.80%

Utilities 2 3.90%

Energy 1 2.00%

Telecommunication Services 1 2.00%

Tax exempt gift plans

Offer election type 

Surprisingly more companies have offered on an opt in 
basis, a reversal in trend from 2017 where companies 
were offering on an opt out basis.

Shares purchased on market

70% of companies purchase shares on market, with others 
issuing new shares or recycling unallocated trust shares.

Held via trust

55% of companies use a trust to hold the shares on behalf 
of participants.

Minimum employment period 

Over 50% of companies require employees to be employed 
for 12 months or more to receive the offer.

Gateway hurdles

15% of companies have a gateway hurdle that must be met 
before the plan is offered. 

Key Information

92%

ASX 50

62%

ASX 50–100

43%

ASX 100–200

25%

ASX 200–300

Our analysis has 
consistently shown that 

the Materials and Financial 
sectors are leading the way 

in offering broad-based 
share plans.

Gift 83% Contribution 10%

Contribution with matching gift 7%

Opt in 65%
(2019)

44%
(2017)

+21%
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All companies offering a tax exempt contribution plan had 
an annual offer and asked participants to join the plan. 
One company asked new participants to accept the offer 
and automatically rolled over participation for existing plan 
participants. This makes sense, given companies are 
asking participants to forego salary to purchase equity 
in the company.

60% of companies use a trust to hold 
the shares on behalf of participants

92% of companies purchase shares on 
market for the plan – this avoids dilution 
for existing shareholders.

Purchase frequency

We believe most companies choose to purchase shares monthly to spread 
the share price movement compared to other purchase frequencies.

Companies that purchase plan shares once per plan year generally make deductions over a six-month period. 
These companies often find it problematic to manage participants on extended leave as they are unable to 
deduct the contributions from salaries.

Most companies do not offer any further discounts or company matching element to the plan:

• One company offers a 10% discount

• Three companies provide a matching component to the plan. 90/10 or 70/30 split.

Tax Exempt Contribution Plans

31%

Annually

45%

Monthly

12%

Half-yearly

12%

Quarterly
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Acceptance Rates – Findings

Take up rate for tax exempt plans
Gift Free Shares 73%–96%

Gift Shares Contribution 20%–57%

Our clients are always looking to understand 
how they can increase the overall acceptance 
rates for their share plans. 

To answer this question, we looked at common 
enquiries and feedback from your employees 
about their share plans.

Why don’t employees accept the offer?  
Reasons may include:

• Lack of understanding

• Spread of investment risk (contribution plans)

• Earning above $180,000

• Conflict of interest

• Personal and cultural reasons

Reviewing the employee communications for an 
issuer highlighted that employees did not understand 
the nil-consideration aspect of the plan. Many 
questions related to payment or how the plan 
would impact employees’ personal tax position.

Reminder emails 
sent throughout 
the offer period

Managers provided 
with offer acceptance 

progress reports

Managers and/or HR 
contacting employees yet 

to accept the offer

Briefing and training 
sessions prior to offer 

and during offer season

Clear website 
information and 

personalised videos

Clear advice or 
make advice available 

to employees

Employees on leave 
given the opportunity 

to participate

By examining data for participants that had not accepted 
a gift plan for the last six years, we discovered that 60% of 
these participants had consistently not accepted the offer.

Companies with a simple 
communication strategy that 
actively promotes the plan 
throughout the year have seen 
the best acceptance rate.

Examples include:
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Considerations for Broad-Based 
Share Plan Design

Broad-based share plans are typically offered to all, 
or a majority of employees in the company. Over 70% 
of ASX 200 companies that Link Group administers 
plans for operate these types of plans.

Design principles
The first step in plan design is agreeing design principles. These are the principles 
(or rationale) for establishing the plan. For example, typical design principles can include:  

• Retention – the plan should retain key staff

• Equity exposure – the plan should provide equity exposure for employees

• Remuneration – the plan should provide additional remuneration for employees

• Alignment – the plan should align shareholder and employee interests

• Corporate culture – the plan should align employees with the parent company

• Performance – the plan should reward company/employee performance

Design principles can vary, but should set out the key drivers for the plan. They can at 
times be in conflict, e.g. between performance (leading to strong vesting conditions) 
and retention (leading to service conditions only), and so the design should balance 
competing interests. 

Where the plan is designed to reward different populations, e.g. broad-based employees 
or management employees, it is best practice to design specific conditions for each 
population and design separate plans. This keeps the communications simple for 
employees and maintains the purity of the plan design. The lawyers can draft simple 
documentation to make the administration of both schemes consistent and easy. 

Eligibility
Eligibility sets out the classes of employees who 
will be eligible to participate in the plan. Typically 
plans apply to certain groups of employees, e.g:

• All employees

• Management employees

• Executives/key management personnel

A key determinant is ensuring that the population 
can be easily segmented and that data exists to 
determine employees within each class.
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Award vehicle

The choice of award vehicle can impact the employee’s 
perception of ‘value’. Typically broad-based share plans 
involve the following:

• Shares – the employee receives full equity exposure 
from grant, can vote and receive dividends. 

• Rights – the employee receives a right to receive shares 
on a certain date in the future. Until the rights vest the 
employee has no interest in shares, including no 
dividend or voting rights. This provides ‘less’ equity 
exposure than shares, but is easier to administer for the 
company with less impact on the share register. 

• Options – similar to rights, except that the option has 
an exercise price that is payable. 

• Cash – a right to receive cash based on the company 
share price that vests on a certain date in the future. 
It mimics equity exposure, but employees are not 
shareholders and do not receive shareholder 
communications. 

In Australia the following plans are typically offered:

• Tax Exempt Plan – the employee can receive up to 
$1,000 of shares and pay no income tax on the grant;

• Salary Sacrifice Plan – the employee can salary 
sacrifice to buy up to $5,000 worth of shares at  
full market value, and taxation is deferred until the  
shares vest. 

Global plan or local plan?
Additional considerations arise when the plan 
is to be operated globally.

Some multinational companies choose to operate a global 
plan on a consistent basis across the world. This eases 
administration, is consistent for all employees, and makes 
managing globally mobile populations easier. 

Other organisations adapt their share plans to local conditions, 
for example to fit with prevalent market practice or to meet 
local tax and legal considerations. While this can make the 
local plan more attractive, it makes administration more 
difficult, relies heavily on local HR teams, and is not easy  
for globally mobile populations. 

Operating the plan in all jurisdictions can be difficult where 
there are small employee populations (the set up cost may 
outweigh the benefit provided) or where the legislative 
environment makes operating the plan difficult. Some 
companies choose to look at the setup cost on a global 
basis rather than on a per country basis. Additionally plans 
can be adapted (e.g. by providing cash linked to share 
price) to get around local tax and legal requirements.

Grant/vesting conditions
Conditions are the requirements that must be satisfied 
before the employee will be granted, or are able to trade 
their award. 

For broad-based plans, typical grant conditions may 
include:

• No grant target – vesting conditions only

• Individual employee rating – e.g. rating of satisfactory 
or above

• Company/business unit performance – e.g. meeting 
profit target 

• Bonus deferral – deferring a portion of the employee’s 
STI into the plan

Typical vesting conditions may include:

• Service – remaining employed until the vesting date

• Individual employee rating – maintaining a certain 
performance rating 

• Company performance measure

Participants should feel that they can influence the vesting 
conditions in order for them to value the award and for the 
conditions to remain relevant.

Next steps
Typically the steps involved in designing the plan include:

• Finalising the plan design

• Arranging lawyers to draw up the legal and tax 
documentation

• Understanding the impact on the company’s 
financial position and structuring the plan efficiently 
to minimise costs

• For a global plan, obtaining tax and legal advice for the 
various jurisdictions to ensure that all requirements have 
been complied with. 

Link Group can help with all the above, including holding 
a design workshop and working with our Company Matters 
legal team to prepare the plan documentation. 
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Other Broad-Based Share Plans

$5,000 share purchase plan
We did not see a significant number of Australian clients offering share purchase plans, however 
they can provide a useful way for employees to purchase additional company shares. Interestingly, 
it is suggested that discount plans are proving popular in North America, while European companies 
commonly offer both matching and discount plans.

Of the companies Link Group manages these plans for:

Company 
matching

Average 
participation 
rate (take up)

Purchase 
frequency

Company A No 12% Quarterly

Company B
1 share is matched 
with 1 right

45% Quarterly

Company C
Company matches up to 
10% of purchased shares 

28% Quarterly

Company D No 16% Monthly

Company F No 10% Monthly

Company G No 7% Monthly

Company H No 4% Monthly

Company I No 1% During trading windows

Share rights gift plan
• Two clients offer a broad-based share rights plan where rights are granted with a three-year 

vesting period. One client attaches a TSR performance condition to the plan

• The average take up rate is 96%
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We spoke with George Ross, 
GM People Risk and Reward at 
The Star Entertainment Group Limited. 

Tell us a little about The Star Entertainment Group 
and your role…

The Star Entertainment Group (The Star) is a leading owner and 
operator of integrated resorts and entertainment facilities in 
Sydney, Brisbane and the Gold Coast. Our commitment is that 
every one of our guests enjoys a thrilling experience and that our 
properties showcase local pride in everything we do. My role at 
The Star as General Manager People Risk and Reward within 
the People and Performance team entails ensuring that our 
reward plans are aligned to the needs of the business, as well 
as identifying and mitigating people risks within the business.

Spotlight –  
The Star Entertainment 

Group Limited
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What plans are employees able to participate in?

The Star offers a number of plans to its staff, depending 
on their internal grading level. Management levels 
are on a short term incentive plan, and sales staff are 
on a sales incentive plan. For the general population, 
The Star offers a tax deferred General Employee 
Share Plan (GESP) and a Tax Exempt Plan (TEP).

Why did you offer both tax exempt and tax 
deferred plans?

The Star has offered the tax deferred plan for a 
number of years now, we find that it encourages team 
members to invest in the company which helps to 
align their interests with that of the company. In the 
past year, The Star has also introduced a TEP. After 
completing some market research it was brought to 
light that the TEP is a very popular plan used in other 
ASX listed companies. The mechanics did not vary 
significantly to the GESP, making the introduction 
smoother on our end. Offering this plan has allowed 
people to opt in for a smaller amount of shares which 
they do not pay tax on which has been well received. 

How do employees value the plan?

For the employees who opt into the plans, we find 
they are more invested in their roles and their careers 
at The Star. The value from the plans are derived 
not only from the financial benefits, but from the 
alignment this creates from a behavioral perspective. 
Employees are more invested in the performance of 
the company and are therefore more likely to perform 
in a way which enhances business outcomes to 
ensure they in turn receive a financial benefit.

How do you engage with employees throughout 
the offer period – what is involved?

We have an internal communications team who 
distribute internal newsletters frequently. We also 
send out an email from the Chief People and 
Performance Officer to encourage people to join 
the plan. Our offices are set up with TV screens in 
key staff areas which also displayed the offers. 

What would you do differently to engage 
employees effectively?

Presentations on the plans would help, particularly 
with leaders to ensure they are well informed of the 
plans so they can encourage team members to join.

What were the key challenges in implementing 
the new plans?

Lack of understanding of the plans and how they work 
makes them difficult to implement. In a short campaign 
it is hard to drive awareness and inform people of how 
the plan works in easy to understand terms.

What feedback have you received from 
employees since the launch of the plan? 

Employees who opted into the plans are more engaged 
and are glad to have been offered the chance to 
enhance their financial position whilst purchasing 
shares in the company.
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EMEA Team Update

Jai Baker, Head of Industry spoke to David Isaacs, 
Associate Director Share Plans, to find out more about 
how your company can use employee share plans to 
build your corporate engagement. 

David, what role do you see for employee share plans in the push for enhanced 
engagement with employee stakeholders?

The new engagement model seeks to level the playing field for each group of stakeholders. 
No longer should the shareholder always be deemed first in the pecking order when it 
comes to the input and benefits of a business’s profitability.

Perhaps the most significant change is the 2019 corporate governance reforms which require 
the boards of premium-listed companies to engage with employees and other stakeholders, 
so that they can effectively understand their views and interests.

Employees manage thousands of processes, and control the vast majority of companies’ 
business relationships. Their views can be hugely informative to a board when it comes to 
operational effectiveness, business risks and strategy development.

Engaged employees are those fully invested in their firm and their work. They actively 
think about the firm’s processes – and identify improvements. Their enthusiasm reflects a 
corporate culture that encourages engagement. Most importantly, they are productive.

‘Engaged employees are those 
fully invested in their firm and their work’
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If employee share plans are the ready-made answer to 
engagement, productivity and profitability, why have we 
not seen every company rush to embrace them?

Employers looking at an uncertain business environment 
may not be encouraged to offer, repeat or expand employee 
share plans, and employees may be disinclined to invest if 
they are uncertain about the potential rewards. However, these 
sorts of incentives may be just the thing for an employer to 
retain, engage with and incentivise a workforce to increase 
productivity in challenging markets.

Overall statistics from the Save As You Earn (SAYE) and 
Share Incentive Plan (SIP) schemes that we operate for 
our clients are encouraging:

There is hard evidence of improved performance and 
profitability that comes with a workforce able to engage with 
and share in the profitability of the company they work for.

If the current crop of employee share plans had 
their origins in the 1970s, can we be sure that they 
are still fit for purpose?

Employee share plans are still popular and have changed over 
the years to accommodate the changing working landscape. 
However, elements of the schemes are of their time and don’t 
fit with some major changes in the world of work that we have 
seen very recently, e.g. the increased incidence of changing 
employers more frequently. These elements may need to be 
addressed soon to maintain the relevance of employee share 
plans and perhaps propel them into a modern engagement tool.

We are in an era of zero-hours contracts, the gig 
economy and fixed term contracts. The workforce 
is changing and if schemes can’t be offered to 
significant parts of the new workforce because of 
their ‘status’, then we need to look at new 
models that meet the requirements of the modern 
employment landscape.

a director 
appointed from 
the workforce

a workforce 
advisory panel

a designated 
non-executive director; 
or a combination.

The revised UK Corporate Governance Code gives three possible methods for engaging with employees 
and the wider workforce, with the aim to enhance the ‘employee voice’ in the boardroom:

‘We need to look at new models 
that meet the requirements of the 

modern employment landscape’

SAYE statistics 2017–2018

• Average monthly savings per employee 
for all awards up 13% to £155.50

• The total value of employee savings up 
by 10%

• Number of new SAYE grants made 
stayed the same

SIP statistics 2017–2018

• The number of employees eligible 
for SIP up by 4% and the number of 
participants in SIP rose 2%

• The number of companies offering 
partnership up by 3%

• Participants contributing to partnership 
shares up 16%

• 88% do not require any service period 
and 46% of companies make a free 
share award once a year
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Employee Share Plan Trust – ATO Taxation Determination TD 2019/13
On 6 December 2019, the ATO released Taxation Determination TD 2019/13 Income Tax: What is an 

‘Employee Share Trust’? The determination includes the Commissioner’s interpretation of the activities 
that an Employee Share Trust can undertake in order to meet the requirements in subsection 130-85(4) 
of the Income Tax Assessment Act 1997 (Cth). 

Under subsection 130-85(4) of ITAA 1997, the ‘sole activities’ of the trustee of an ‘employee share trust’ 
must be limited to:

• obtaining shares or rights in a company;

• ensuring that ESS interests in the company that are beneficial interests in those shares or rights are 
provided under the ESS to employees, or to associates of employees of the company or a subsidiary 
of the company; and

• other activities that are merely incidental to these activities.

The determination provides examples of the types of activities that are considered merely incidental as 
well as activities that are not considered incidental (i.e. failing the ‘sole activities’ test) under paragraph 
130-85(4) (c) of ITAA 1997. 

ASX Listing Rule changes
Currently, Appendix 3Bs are used to notify the market of a proposed issue of securities as well as an 
actual issue of securities, and to apply for quotation of securities. Under the Listing Rule changes, 
the ASX has split the obligation to announce an issue of securities and seek quotation of securities into 
different forms, and other significant changes have been made to the way these separate events will 
be notified to the ASX.

There will be different notice requirements (including different forms and timetables) for the issue and 
quotation of ‘equity securities’ under a dividend reinvestment plan, employee incentive scheme or 
on the conversion of convertible securities (e.g. options and performance rights).

From 1 December 2019, listed entities must lodge an Appendix 3G for the following issues 
of securities:

LR Description Timing for lodgement

3.10.3A An issue of equity securities under an employee 
incentive scheme (except if they are to be quoted, 
you can use an Appendix 2A)

Within 5 business days 
of the issue

3.10.3B An issue of securities on conversion of convertible 
securities (e.g. options) (except if they are to be quoted, 
you can use an Appendix 2A) 

Within 10 business days 
of the conversion

3.10.3C If unquoted partly paid securities become fully paid 
securities (except if they are to be quoted, you can 
use an Appendix 2A). 

Within 5 business days 
of the securities 
becoming fully paid

Tax and Governance Update
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Board evaluation service

1 Recommendation 1.6 of ASX Corporate Governance Council’s Corporate Governance Principles and Recommendations 
(third and fourth editions).

The ASX Corporate Governance Council 
recommends that listed entities should have and 
disclose a process for evaluating the performance 
of the board, its committees and individual directors 
and communicate in relation to each reporting 
period, whether a performance evaluation was 
undertaken in accordance with that process.1 

Recommendation 1.6 of ASX Corporate Governance 
Council’s Corporate Governance Principles and 
Recommendations (third and fourth editions).

Our Corporate Governance team, along with 
our Share Plans division, can deliver services 
that help to collect, analyse and evaluate your 
board’s feedback. This provides an opportunity 
to identify gaps and opportunities to realign your 
organisation’s goals for the year ahead.

Any organisation can benefit from the services 
which provide a more refined view of board 
activity and sentiment which in turn complements 
the more robust periodic review.

Please contact your Client Relationship 
Manager to learn more about our Board 
Evaluation service.



Link Group  Broad-Based Employee Share Plans16

LM
S

06
7 

13
49

.7
 IS

S
4 

02
/2

0 

Contact us to learn more
Link Market Services, part of Link Group

newbusiness@linkmarketservices.com.au

www.linkmarketservices.com.au

Link Group administers financial ownership data and drives 
user engagement, analysis and insight through technology. 
We deliver complete solutions for companies, large asset 
owners and trustees across the globe. Our commitment 
to market-leading client solutions is underpinned by our 
investment in people, processes and technology.

Level 12  
680 George Street 
Sydney NSW 2000


