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(for a more comprehensive discussion, please see
the "Country Discussions" section below)

Germany
Opportunity for restricted share awards (RSAs) to
be taxed at vesting under foreign equity plans

Previously, when asked whether a restriction on the disposition of shares, post
vesting would have an effect on the taxation of restricted share awards (RSAs), the
answer was straightforward: "No". This still is true for most of RSA Plans that are
governed by German Company Law; however, may be changing for plans operated
under foreign company law. According to a June 30, 2011 judgment ruled by the
German Federal Supreme Fiscal Court, the timing of taxation for RSAs may be
deferred until the point that disposal restrictions lapse for award recipients if such
restrictions are imposed by law (as opposed to being, merely, based on the terms of
the Plan rules).
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United Kingdom
Office of Tax Simplification to review employee
share plans
The Office of Tax Simplification (OTC) has announced that as part of the broader UK
tax simplification agenda, it will be reviewing employee share plans. The OTC is
currently seeking voluntary input from companies who operate HMRC tax-favored
share plans to gain a better understanding of their experience. The OTC will also be
seeking input from companies who do not operate HMRC tax-favored share plans to
understand the prohibiting factors for these companies.

United States
2011 W-2 handbook now available
The W-2 Handbook is PwC's comprehensive guide to U.S. federal payroll reporting
and withholding. Given the IRS's increase in the number (and scope) of employment
tax audits, compliance with W-2 reporting and withholding requirements is now
more critical than ever. Please reach out to your client service team member if you
would like to receive a copy of the 2011 W-2 Handbook.
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Country Discussions

Germany
Opportunity for restricted share awards (RSAs) to
be taxed at vesting under foreign equity plans
The German Federal Supreme Fiscal Court recently ruled that the point in time at
which RSAs become taxable may be deferred until restrictions on the disposition of
the shares lapse.

The awards subject to this ruling are RSAs, where legal ownership is transferred to
the recipient at the time of grant and dividends are earned throughout the restriction
period. The full value of the award is taxable as a fringe benefit under German law
and includable in taxable gross income. This tax is generally due at the time of grant;
however, the new ruling states that the point of taxation can be deferred if the
employee cannot legally dispose of the shares until a later date. Based on this change,
taxation of the shares may be deferred until the disposal restrictions lapse if such
restrictions are based in law. If, however, the restrictions are based merely on the
rules set forth in the plan document, such a deferral will not likely be possible.

German Company law is governed by the principle of free transferability; as a result,
any restrictions on the sale of the shares are generally based on the terms of the Plan
as opposed to actual legislation. According to long standing German jurisprudence,
generally, restrictions to dispose of shares do not affect the point in time at which the
discount becomes taxable as employment income (i.e., taxation arises at
grant/allotment of the RSAs). With this recent judgment, the Court does not deviate
from this long standing jurisprudence for German grantors; rather, the Court merely
distinguishes between different kinds of restrictions. Where the employee would be
entitled to dispose legally of the shares but the Plan rules require a restriction period,
such restriction would be ignored for the taxation of the benefit from the RSA.

However, the same may not be true for foreign corporations granting RSAs to their
German participants. RSAs that are governed by foreign company laws which
contain disposal restrictions that, by law, prevent the recipient of the RSAs from
freely disposing of the shares may be eligible for a deferral of taxation until the legal
disposal restrictions lapse.

Given the complexity of the issues involved with this change in the legislation, PwC-
Germany recommends a full plan review (including an evaluation of the foreign
disposal restrictions) if companies are granting RSAs to German participants. Please
note that this legislation does not impact the taxation of Restricted Stock Units
(RSUs), which remain taxable at vesting.
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United Kingdom
Office of Tax Simplification to review employee
share plans
As part of the UK Government’s tax simplification agenda, the Office of Tax
Simplification (OTS) has announced that it will now be reviewing some additional
key taxation areas, including employee share plans. The OTS will also continue its
broader work regarding the simplification of the UK tax system.

We understand that the OTS's employee share plan review will initially focus on the
HM Revenue & Customs (HMRC) tax favored share plans. In respect of this initial
review, the OTS will gather evidence in respect of the following:

 Where these plans are most complex (and unnecessarily onerous)

 If there is scope to harmonize the rules

 Whether the plans could be made simpler

The review will cover:

 All-employee share incentive plans (SIP)

 Approved company share option plans (CSOP)

 Approved savings-related share option schemes (SAYE or Sharesave)

 Enterprise management incentive plans (EMI)

The OTS is seeking first-hand experience of companies that operate HMRC tax
favored share plans (and also those that do not, to find out what the blockers are).
The OTS will seek evidence from all kinds of companies – large and small, listed and
private, UK and non-UK based companies. If you would like to share any concerns or
suggestions, please provide such feedback to your PwC client service team member.

At this stage the OTS is looking at HMRC tax favored share plans only. We
understand that once this review is completed, they will turn their attention to non-
tax favored plans (anticipated in late 2012).
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United States
2011 W-2 handbook now available
The W-2 Handbook is a comprehensive guide to U.S. federal payroll reporting and
withholding. The IRS has increased the number (and scope) of employment tax
audits, and as such, compliance with W-2 reporting and withholding requirements is
now more critical than ever. The IRS has begun intensive employment tax audits on
employers; additional agents have been trained who will focus on fringe benefits,
executive compensation, employee expense reimbursement plans and worker
classification. The W-2 Handbook is a comprehensive resource guide which
addresses these issues as well as other common types of compensation and W-2
reporting requirements.

This year's edition provides specific reporting and withholding requirement
information for more than forty common types of compensation and fringe benefits.
The handbook includes information on recent developments of interest to payroll and
tax professionals, including:

 The future impact health care reform legislation will have on payroll taxes and
employer reporting requirements;

 Reporting requirements with respect to nonqualified deferred compensation
plans under IRC section 409A;

 Reporting requirements with respect to certain equity-based compensation
plans; and

 Current developments in fringe benefit taxation.

Please contact your PwC client service team member or Doris James (267.330.1414)
for assistance with ordering this publication. The W-2 Handbook will be available for
US$150 per copy.
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Contact information

For more information about any of these developments, please
feel free to contact any of our team members listed below.

Philadelphia, PA

Bill Dunn (Partner) 267 330 6105

AmyLynn Flood (Partner) 267 330 6274

Kerri McKenna 267 330 1723

Karolyn Sadowski 267 330 1935

Michael Shapson 267 330 2114

Stamford, CT

Heather Royce 203 539 4210

Los Angeles, CA

Aldona Gorman 213 356 6127

New York, NY

Parmjit Sandhu 646 471 0819

Ari Solomon 646 471 8477

Chicago, IL

Andrew Katsoudas 312 298 2831

Anne Roest 312 298 2646

San Jose, CA / San Francisco, CA

Julie Rumberger 408 817 4460

Brad Reynolds 408 817 1219
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