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Today’s Agenda

11:00 – 11:05 Chairman’s Introduction

11:05 – 11:30 EMI Schemes: How To Avoid The Pitfalls

11:30 – 11:45 Questions & Answers
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How to avoid the pitfalls

EMI Options
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• Growth shares
• SIP (schedule 2 ITEPA)
• SAYE (schedule 3 ITEPA)
• CSOP (schedule 4 ITEPA)
• EMI (schedule 5 ITEPA)

• JSOPs / JOE plans
• Employee shareholder shares

UK tax-advantaged share 
awards
Choices, choices
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18%
v.

55.25%

Tax delta
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"EMIs are simple and quick to 
operate … They have been designed 
that way because smaller 
companies have told us they want 
an incentive that is simple to 
operate and flexible"

Economic Secretary (HM Treasury), House of Commons 
debate, 19 July 2000
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1. Complex eligibility criteria
• for the company
• for the optionholders
 
2. Written agreements (and plan rules)

3. HMRC-approved valuation 

4. Notifying HMRC following grant

5. Beware CSOP grants to the same individuals

Setting up an EMI scheme
Strict requirements
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• Day-to-day compliance 

• Annual reporting and record-keeping

• Monitoring changing requirements that could 
affect the scheme's qualifying status  

Running an EMI scheme
Maintaining effectiveness 
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• Non-tax advantaged treatment
 - Income tax (and potentially NICs / PAYE)
 - Leap to 55.25% tax potentially

• Is there a tax indemnity? Not enough.

• Does not solve everything…

What's at stake if things go 
wrong?
Issues are not uncommon
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• Unhappy option holders
 - Motivation and retention post-completion
 - Expensive compensation
 - Claim?

• Further legal costs, tax analysis and 
documentation

• Delays to timelines

Commercial impact
Disruption can be significant
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• HMRC notifications: missing/incorrect 
notifications, reasonable excuse code

• Valuation: timing/full disclosure
 
• Independence test & arrangements
 - Distress vs unacceptable swamping rights
 - Mutual understanding re a sale

• Other common errors: changing a fundamental 
term; use of general discretions; change in 
employment status

Implementation pitfalls
A common problem area 
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• Paragraph 37 of Schedule 5 (including that the 
option is granted under the provisions of 
Schedule 5)

• Consideration 

• Exercise trigger
 - none
 - on completion

• Missing tax indemnity

Drafting pitfalls
Generally less problematic but beware DIY plans
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• Cashless exercise not built into plan 
documentation

• Exercise timing
 - Bring forwards?
 - Beware of options lapsing

• Requirement to give notice 

• Confidentiality
 - Split exchange and completion dates
 - Redacted agreements 
 - Deed of accession

Transactional pitfalls
Planning and coordination is key
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• Take a view

• Approach HMRC

• Accept non-tax advantaged treatment 
- Pay employer NICs

 - Compensate option holders
 - Past liabilities?

• Tactical solutions 

 - Specific indemnity

 - Insurance

 - Escrow

 - Reduce sale price

Solutions?
Depends when issues are uncovered…
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• Invest in specialist advice upfront

• Establish strong operational processes

• Get a compliance health check 

• Involve specialist advisors early in the 
transaction process (ideally before anything is 
set in stone)

Pre-emptive solutions
Prevention is cheaper than the cure
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With further 
incentives experts 
around the globe...

mailto:sarah.ferguson@twobirds.com
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Comments, Questions & Answers
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Newspad

14/10/2026
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Resources

FS Club Bulletins

To subscribe: 
https://fsclub.zyen.com/#

Subscribe 

Employee Share Ownership Centre 
website & newspad 

https://esopcentre.com/esop-newspad-index-page/ 

https://fsclub.zyen.com/#Subscribe
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23 January 2025
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Thank You For Listening
24

Forthcoming Events

▪ Wed, 14 October (13:30-17:30) Magical Thinking (in person)

▪ Wed, 21 October (18:00-20:30) Busan: Korea's Maritime Capital (in person)

▪ Thur, 29 October (09:00-09:40) Launch Of China Construction Bank Global Green 

     Finance Index 18 (webinar)

Visit  https://fsclub.zyen.com/events/forthcoming-events/ 

Watch past webinars https://www.youtube.com/zyengroup

https://fsclub.zyen.com/events/forthcoming-events/
https://fsclub.zyen.com/events/forthcoming-events/
https://fsclub.zyen.com/events/forthcoming-events/
https://www.youtube.com/zyengroup
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