
 

Enterprise Management Incentives  

What are Enterprise Management Incentive Share Options? 
Enterprise Management Incentive (EMI) are tax advantaged share options designed to help 
trading companies succeed by recruiting and retaining key employees through incentivising 
them with share options.  EMIs are a common tool employers use to align the goals of these key 
employees to their own, to help reach the company’s potential.  This scheme is highly popular as a 
method of reward to employees due to the simplicity and the significant benefit to employees.  
 

How does this scheme provide benefit? 
EMIs provide a benefit to employees through the issue of share options which are a very tax 
efficient and cost effective method of reward. With an EMI scheme, employers can give 
employees the option to acquire shares in the future, but at a price set at the date the shares are 
granted. The tax position is summarised as follows:  
1) On grant of the option – no Income Tax or National Insurance will arise.  
2) On exercise of the option – no Income Tax or National Insurance will arise
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3) On sale of the shares – Capital Gains Tax is likely to be suffered at a rate of just 10%
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In addition, where a company grants EMI options then, in most circumstances, on exercise of the 
option the employer company will be entitled to a corporation tax deduction equal to the total 
value of the option shares exercised, less any payment made by the employee to the company.  
 
Given the need to grant options at a price of at least market value on the date of grant of the option 
to maximise the tax benefits, HM Revenue & Customs (HMRC) will accept a request for a share 
valuation in advance of granting the option to the individual where an EMI option is being granted.  
Therefore, certainty can be sought regarding the tax implications in advance. 
 
 

                                                      
1
 Assuming that at least the market value of the shares at the date of grant of the option is paid for 

the shares. 
2
 Subject to individual’s lifetime Entrepreneurs’ Relief (“ER”) limit of £10m and ER conditions being 

met. 

 



 

What terms need to be included in the EMI Option Agreements? 
There are very few conditions which are required to be included within EMIs option agreements.  
Some companies choose to only permit options to be exercised where performance conditions are 
met, whereas other choose to align rights to time served in the company.  However, given that the 
individual will have to pay for their shares when they exercise their options and because many 
employers do not want their employees having voting rights and/or dividend entitlements, EMI 
options are commonly ‘exit-only’ options.  Put simply, for no upfront cost to the individual, they 
help grow the company and participate in the benefit when it is sold.  

 
Can any company offer EMI? 
No – there are restrictions over the size of the company.  In addition, it must not be under the 
control of another company. It must be a trading company or the holding company of a qualifying 
trading group. Most trades qualify, but leasing, financial activities and property development are 
excluded, unless they are incidental to the company’s main activity. 
 

Is there a maximum entitlement? 
An employee can hold share options up to a market value of £250,000. The total market value 
of the unexercised share options issued under the scheme by the company cannot exceed £3 
million. The shares held under option must form part of the fully paid up ordinary share capital. The 
options should be capable of being exercised within ten years of issue.  
 

Can any employee receive EMI? 
Any employee or director can receive EMI options under the discretion of the company as long as 
they fulfil the working requirement of 25 hours a week or if less, at least 75% of their working time is 
spent working with the company or a qualifying subsidiary. Further they should hold a non-material 
interest (< 30% ownership) in the company, through shares and existing options. 

 
How can a company issue EMI? 
An option agreement should be drawn up between the company and the key employee(s); as this is 
a legal document, legal advice should be sought.  It is recommended that a valuation agreement 
should also be requested from HMRC.   
 
Once the option agreement is entered into, the process of notification with HMRC is straightforward; 
relevant documentation is sent electronically within 92 days of the issue of share options.  
 

How can Chiene + Tait help? 
Chiene + Tait has extensive experience in assisting companies to issue EMI options and liaising 
with HMRC throughout the process.  Using our experts will save you time and maximise your 
chances of a successful result. 
 
We will advise you on qualifying status and contact HMRC to obtain the advance assurance 
clearance if requested.  We will also prepare a valuation for HMRC.  We understand that you will 
want to implement the scheme efficiently; we will provide straightforward guidance throughout the 
process and can communicate the scheme to your employees. 
 
We appreciate that you may want certainty over the cost of implementation of EMIs before 
proceeding.  Chiene + Tait can offer a range of fee structures to fit your company’s requirements 
and size of your business. 
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For further information, please contact: 
 

John Rodger, Tax Partner at john.rodger@chiene.co.uk 
Neil Norman, Entrepreneurial Tax Partner at neil.norman@chiene.co.uk 


