
A brief guide to Enterprise Management 
Incentives

Enterprise Management Incentives (EMI) 
are designed to aid small and medium sized 
companies to recruit and retain employees 
who have the skills and expertise required to 
facilitate growth.

Key benefits

• Employees are awarded EMI share options and the 
grant of the option is tax-free.

• There will normally be no tax or National Insurance 
contributions (NIC) liability for the employee when 
the option is exercised; if the option is granted at 
or above the current market value.

• There will normally be no NIC charge for the 
employer.

• On disposal of the EMI shares, Entrepreneurs 
Relief is likely to be available. This reduces the rate 
of tax on the capital gain for the employee from 
20% to 10%.

• HMRC do not need to provide advance approval 
for the EMI Scheme. It is possible to obtain this 
approval, if desired.

Company and option conditions

• EMI options with a market value of up to £250,000 
may be granted to a qualifying employee of a 
qualifying company. The £250,000 upper limit is 
based on the value of the shares at the date of 
grant. There is no minimum number of options 
required.

• Any number of employees may hold EMI options 
in a company or group, subject to a maximum of 
£3 million of total share value under EMI options in 
a company. Again the £3m threshold is based on 
the sum of the market value grant prices.

• The shares must be in an independent trading 
company that has gross assets of no more than 
£30 million.

• Company must have fewer than 250 employees. 
This applies to employees of the company and all 
of its qualifying subsidiaries whether or not they 
are based in the UK.

• The options must be granted for commercial 
reasons to recruit or retain employees in a 
company, and not as part of an arrangement one 
of the main purposes of which is to avoid tax.

• The market value of any shares for this purpose 
is the price they might reasonably be expected 
to fetch on the open market, free from any 
restrictions or risk of forfeiture to which they may 
be subject.

• The option must be a right to acquire shares 
that are part of the ordinary share capital of the 
company, and be fully paid up and not redeemable.

• Company must not be conducting an excluded 
activity.

Employee conditions

• Individuals are only eligible for EMI options if they 
are employees of the company whose shares 
are the subject of the options, or, in the case of a 
group, employees of any qualifying subsidiary of 
that company.

• Employees are eligible for EMI options only if 
they are required to work for the company for an 
average of at least 25 hours per week, or if less, 
75% of their total working time.

• The employee must not have beneficial ownership 
of, or the ability to control directly or indirectly, 
more than 30% of the ordinary share capital of the 
company. This includes any future rights.

• Entrepreneurs’ Relief is available on the disposal 
of shares acquired under EMI, where 12 months 
has elapsed between grant and the disposal. This 
reduces the tax rate on the gain from 20% to 10%.

Procedure

• The option must be in the form of a written 
agreement between the person granting the 
option and the employee.

• The employer must notify HMRC of an award of 
EMI options within 92 days of the grant of the 
option.

• The company can ask HMRC to agree a valuation 
with them before the option is granted or 
whenever a valuation is required and doing so is 
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recommended to remove the risk of tax charges 
arising on an employee if HMRC seek to adjust the 
share values after grant.

• The company must complete an Annual Return at 
the end of each tax year.
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How can we help?

Contact the author or a member of the CBW 
tax team to discuss the contents of this article 
further.
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