
 

 

Enterprise Management Incentives (EMI) Share 
Option Scheme Factsheet 

 

Summary 

The EMI Scheme was introduced by the Government as a way of assisting 
employers in incentivising key employees through providing significant tax reliefs.  It 
is by far the most popular share scheme as it is very flexible and an employer can 
choose as to who it applies. 

Where an individual is granted options over shares, the tax arising upon exercise is 
potentially lower if provided under an EMI Scheme. 

 

Taxation position 

Where an individual receives shares as a result of an employment, these will usually 
be treated as earnings and subject to income tax on the difference between their 
market value at the time of receipt and the amount paid for them, if any.   

The EMI reduces this tax liability by restricting the income tax charge to the 
difference between the market value at the time of the grant and the amount paid for 
them.  Upon a subsequent disposal, CGT applies on the difference between the 
proceeds and, effectively, the amount that has been charged to income tax.   

The aim would be for the share price to have increased significantly between grant 
and exercise, thereby effectively turning an income tax charge at the marginal rate 
into a CGT charge at 10%.  The employee would be incentivised to help the 
business grow by knowing that he/she would benefit from being able to purchase the 
shares at a lower value than their worth at that time and that the tax would be far 
less. 

For example, Eric is granted options over 100 shares in Morecombe Ltd; they are 
exercisable on a sale or listing.  The market value at the time is £10 per share; Eric 
has to pay £10 per share on exercise.  Five years later, Morecombe Ltd is sold for 
£2,000 per share, at which point Eric exercises all of his options.  If there is no EMI 
Share Option in place, Eric has to pay income tax on £2,000 - £10 x 100 = 199,000.  
At 45%, his liability is £89,550; no CGT will apply because there is no gain.  If there 



 

is an EMI Share Option in place, Eric would pay income tax on £10 - £10 = nil.  He 
would pay CGT on £2,000 - £10 x 100 = 199,000 at 10%, i.e. £19,900.  In other 
words, he has saved tax of £69,650. 

 

Procedure 

There is no requirement to apply to HMRC for clearance that a company qualifies.  
However, a valuation of the shares at the time of the grant should be agreed with 
HMRC.  Additionally, once the options are granted, HMRC should be informed. 

Various documentation will also be required, including scheme rules and option 
agreements. 

 

 


