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Equity incentive plans provide businesses with an effective mechanism to attract,

motivate, and retain high-performing employees while aligning their interests with those

of shareholders and continue to be an important component of modern remuneration

strategies. Although traditionally associated with publicly listed companies and

executive remuneration structures, equity incentive arrangements are now widely

adopted by private and owner-managed businesses across a broad range of industries.

For growing organisations with long-term ambitions, these plans can play a decisive role

in supporting sustainable performance, strengthening corporate culture and facilitating

succession planning. This guide explores the purpose of equity incentive plans, the

advantages they offer, and how they can be structured and administered effectively for

larger businesses.

Understanding Equity Incentive Plans

An equity incentive plan enables employees to participate in the ownership or future

growth of a business through shares, share options or other equity-linked arrangements

as part of their overall compensation package.

Historically, such plans were primarily utilised by publicly listed companies through

executive-focused Long-Term Incentive Plans (LTIPs). However, market trends

demonstrate a significant shift towards broader employee participation, with private

companies increasingly implementing equity-based arrangements across wider

segments of their workforce.

The fundamental objective of an equity incentive plan is to align employee performance

with the long-term success of the business. By giving employees a direct interest in the
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company’s growth and value creation, organisations can encourage stronger

engagement, promote accountability and foster an ownership mindset throughout the

workforce.

Key Benefits of Equity Incentive Plans

Alignment of Interests

Equity participation helps align the interests of employees and shareholders by linking

personal reward to company performance. This encourages decision-making which in

turn supports long-term value creation, operational success and sustainable

profitability.

Talent Attraction and Retention

In a competitive recruitment environment, equity incentives can enhance the

attractiveness of a remuneration package. High-calibre professionals increasingly view

participation in the long-term success of the businesses they help build.

Equity incentives can also strengthen employee retention by encouraging long-term

commitment and reducing turnover among key personnel.

Reinforcing Culture and Strategic Objectives

Well-structured equity incentive plans can support and reinforce an organisation’s

culture and strategic priorities. Incentives may be designed to reward behaviours

aligned with innovation, collaboration, sustainability, operational performance or

prudent risk management.

By linking rewards to desired outcomes, businesses can create stronger alignment

between employee behaviour and corporate objectives.

Structuring Equity Incentive Plans

There are several ways to structure and administer an equity incentive plan, depending

on the company’s objectives, it’s ownership structure and ultimately, the long-term

strategy. Two commonly used vehicles are Employee Benefit Trusts (EBTs) and

Employee Ownership Trusts (EOTs).

An EOT is a specialist form of EBT used to facilitate the transfer of a controlling interest,

typically more than 50% ownership, to employees collectively. While highly effective in

certain succession and ownership transition scenarios, EOTs are generally more

specialised in application.

By contrast, traditional Employee Benefit Trusts offer greater flexibility in terms of share

allocation, participant eligibility and incentive design. This makes them more suited to a

broader range of businesses and equity planning strategies.

The Role of Employee Benefit Trusts (EBTs)
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An Employee Benefit Trust (EBT) is established by a company to hold and administer

assets for the benefit of employees. Within the context of equity incentive

arrangements, the trust typically acquires, holds and manages shares on behalf of

participating employees.

EBTs are particularly effective for businesses seeking to implement scalable equity

participation across different levels of the organisation, from senior leadership teams all

the way through to the wider workforce.

These structures are commonly established as discretionary trusts, allowing flexibility in

how benefits are allocated and administered. Trustees are responsible for managing the

trust assets, overseeing share transfers and administering joiner and leaver provisions in

accordance with the governing documentation.

The rules of the arrangement are generally set out across a combination of:

the Trust Deed;

employment contracts;

shareholder or share option agreements; and

the company’s equity incentive plan rules and policies.

In addition to administering allocated shares, EBTs may also hold unallocated or

“warehoused” shares for future use. This can provide valuable flexibility in anticipation

of future vesting events, acquisitions, restructuring initiatives or a potential public listing.

Why Appoint an Isle of Man Professional Trustee?

The Isle of Man is internationally recognised as a leading financial centre with a strong

reputation for regulatory stability, governance standards and professional expertise in

trust and corporate services.

Trustees operating within the jurisdiction are regulated and licensed by the Isle of Man

Financial Services Authority, ensuring adherence to robust compliance and fiduciary

standards.

For companies implementing sophisticated equity incentive arrangements, the Isle of

Man provides a stable and highly regarded jurisdiction from which Employee Benefit

Trusts can be professionally managed.

How Dixcart Can Support Your Equity Incentive Strategy

With more than 35 years’ experience in administering complex trust structures and

employee share ownership arrangements, Dixcart Isle of Man provides tailored support

to businesses seeking to establish and manage effective equity incentive plans.

Our team delivers independent Trustee services designed to align with your commercial

objectives, governance requirements and long-term growth strategy. We work closely

with businesses and their advisers to help implement robust, compliant and

commercially effective incentive structures that support employee engagement and

long-term success.
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Get in Touch

If you require further information regarding the formation, administration or provision of

professional Trustee services for an Isle of Man Trust, please feel free to get in touch

with the team at Dixcart: advice.iom@dixcart.com.

Dixcart Management (IOM) Limited is licenced by the Isle of Man Financial Services
Authority.
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