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1. Executive summary 

1.1 We welcome the chance to comment on the Enterprise Management Incentives (EMI) scheme and 
other tax-advantaged employee share schemes.     

1.2 In summary, the EMI scheme provides a flexible, relatively straightforward and well known 
statutory framework for implementing employee share incentives. We have suggested some 
changes that would make it even more attractive but overall, we consider that it is fit for purpose.  

1.3 The other tax-advantaged employee share schemes are not, in our experience, as well used. There 
are limited situations where we would recommend implementing a CSOP. SAYE and SIP are also 
little used; however, we can see the value of these incentives in certain circumstances. 

1.4 Our key points are as follows: 

• The flexibility and simplicity of implementing an EMI scheme makes EMI the first choice 
employee equity incentive for SME/OMB. 
 

• The maximum number of full-time equivalent employees could be increased from fewer 
than 250 to, say, 500.  

• We consider that the EMI independence requirement is unnecessarily restrictive. We 
would suggest allowing companies that are subsidiaries to grant EMI options provided the 
relevant group satisfied the gross asset and (enlarged) full-time equivalent employee 
limits. 

• The EMI requirement for there to be no arrangements whereby a company’s 
independence could be lost is also restrictive and creates added complexity. 

• The EMI exclusion relating to ‘bought in’ royalty or licence income does not reflect the way 
in which software services are now provided. It can also be a trap for the unwary if there 
is a reorganisation and the restrictive requirements of Paragraph 19(8) are not satisfied.   

• A CSOP is not often used as it is complex and the £30,000 limit on the value of shares 
subject to options is too low. Further changes could be made to the CSOP to make it more 
flexible. However, if such changes were to be considered, an expanded EMI would seem 
to be a preferable way forward. 

1.5 Section 2 below makes some general comments on the EMI, and section 3 covers our responses to 
the specific questions raised in the consultation. 

1.6 We would be happy to discuss the points raised here in further detail.  If you have any questions, 
or would like any further information, please contact: Robert Langston, National Tax Partner, on 
0207 841 4129 or email robert.langston@saffery.com or Alison Hobbs, Director, National Tax, on 
0207 841 4016 or email alison.hobbs@saffery.com. 

2. General points 

2.1 Continuing to provide a statutory framework that allows employers to provide meaningful equity 
incentives to their employees should be a priority for the Government.  
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2.2 Where tax-advantaged employee share schemes are not available, the current tax environment is 
sufficiently flexible to allow companies to provide meaningful equity based incentives that satisfy 
the commercial requirements of the employer. For example, growth share arrangements which 
allow participants to participate in sale proceeds if a company is sold for an amount in excess of a 
value “hurdle” are widespread.   The fact that growth share arrangements are so widespread where 
the EMI conditions are not met should encourage the government to extend the eligibility criteria 
of EMI to support SMEs. 

2.3 We believe the current tax environment which, broadly, allows employees to pay tax on the growth 
in value of shares over the period of ownership at capital gains tax rates rather than income tax and 
National Insurance is commercially beneficial. We would not be in favour of such gains being subject 
to income tax and National Insurance.  

3. Specific consultation questions 

3.1 Question 1: If you are a business owner or manager, what is your business activity, when was 
your company created, what is the value of your company’s gross assets and how many 
employees do you have? 

3.1.1 Not applicable. 

3.2 Question 2: If you are a business owner have you used EMI? If so, how many employees did you 
offer it to and why? 

3.2.1 Not applicable. 

3.3 Question 3: If your business does not qualify for EMI, are you using any other tax-advantaged 
employee share scheme? 

3.3.1 In our experience, clients that do not qualify for EMI rarely use the other tax-advantaged share 
schemes.  

3.3.2 If clients do use an alternative tax-advantaged share scheme, it would usually be a CSOP. However, 
the various requirements that must be satisfied for options to qualify as CSOP options, the risk that 
tax relief would likely be lost if there were to be a disposal within three years of a CSOP option being 
granted and the costs to implement a CSOP mean that it is not often used.  

3.3.3 Clients who are unable to implement an EMI scheme often implement a growth share arrangement.  

3.4 Question 4: Has your company benefitted from other forms of government support, such as R&D 
tax credits or investment schemes? Where does EMI rank in terms of importance of government 
support? 

3.4.1 The relative importance of EMI compared to the government support provided by R&D tax credits 
and investment schemes depends on the stage of a company’s lifecycle.  

3.4.2 In the initial years of a company’s lifecycle, R&D tax credits are likely to be most valuable as they 
allow a company to access cash. Further on in a company’s lifecycle when it seeks to raise funds 
under the various investment schemes, EMI schemes are sometimes implemented in tandem with 
outside investors. Generally, however, EMI are the last of the three government supports 
mentioned to be used. 
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3.5 Question 5: If you are responding on behalf of a representative body or think tank, please 
describe briefly the body, its objectives and its members. 

3.5.1 Further details regarding Saffery Champness are provided in Section 4. 

3.6 Question 6: To what extent do you agree/disagree that the EMI scheme is fulfilling its policy 
objective of helping SMEs recruit employees? Please explain your answer. 

3.6.1 No comment. 

3.7 Question 7: To what extent do you agree/disagree that the EMI scheme is fulfilling its policy 
objective of helping SMEs retain employees? Please explain your answer. 

3.7.1 No comment. 

3.8 Question 8: To what extent do you agree/disagree that the EMI scheme is fulfilling its policy 
objective of helping SMEs grow and develop? Please explain your answer. 

3.8.1 No comment. 

3.9 Question 9: In your view, what aspect of the EMI scheme is most valuable in helping SMEs with 
their recruitment and retention objectives? Please explain your answer. 

3.9.1 The potential to realise unlimited gains on disposal of the shares at capital gains tax rates rather 
such gains being subject to income tax and National Insurance is most valuable. For an EMI scheme 
to be most effective in recruiting and retaining staff, the participants should understand the value 
of these potential future benefits. This is most likely to be the case for more experienced employees 
(e.g. senior management) or where the company’s culture is geared towards a foreseeable exit and 
pay-out from the EMI scheme.    

3.10 Question 10: Is there evidence to suggest that high growth companies that are no longer eligible 
for EMI are finding it difficult to recruit or retain employees? Please explain your answer. If your 
answer is yes, what in your view causes these difficulties and which jobs and kinds of companies 
are affected? 

3.10.1 No comment. 

3.11 Question 11: If your answer to the previous question is yes, in your view, would expanding EMI 
help with these issues? Please explain your answer. If your answer is yes, do you think that other 
forms of remuneration or employee benefits could achieve similar results? 

3.11.1 No comment. 

3.4 Question 12: Are you aware of the other tax-advantaged employee share schemes offered by the 
Government (CSOP, SIP, SAYE)? Do you use or have you previously used any of these schemes? If 
the answer is no, please explain why. 

3.4.1 Please see answer to Q3 above regarding the low uptake of CSOP. 

3.4.2 In our experience SAYE and SIP are very rarely implemented by SMEs/OMBs. The SAYE is considered 
too complex and of relevance only to very large companies. Although the SIP can provide attractive 
tax benefits, the flexibility and simplicity of implementing an EMI scheme makes it the first choice 
employee equity incentive for SME/OMB. 
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3.5 Question 13: In your view, do the other tax-advantaged employee share schemes offered by the 
government (CSOP, SIP, SAYE) provide enough support to high growth companies that no longer 
qualify for EMI to recruit and retain employees? Please explain your answer. 

3.5.1 No. Please see answers to Q3 and Q12. 

3.6 Question 14: In your view, how could the government improve the other tax-advantaged 
employee share schemes to help support high growth companies? 

3.6.1 The main barrier for larger companies to implement a CSOP is the £30,000 limit on the value of 
shares subject to options (ITEPA 2003, Schedule 4, Paragraph 6). CSOP’s main disadvantage for 
smaller companies is its relative complexity. 

3.6.2 Increasing the £30,000 limit would make CSOP more attractive where EMI is not available. Further 
changes could also be made to CSOP to make it more flexible, such as relaxing the Requirements as 
to other shareholdings (Paragraph 20) or the Requirements as to price for acquisition of shares 
(Paragraph 22). However, if such changes were to be considered, an expanded EMI would seem to 
be a preferable way forward. 

3.7 Question 15: In you view, how does the tax-advantaged employee share schemes’ offer in the UK 
compare with other countries? 

3.7.1 No comment. 

3.8 Question 16: In your view, should the EMI scheme criteria be extended to include more 
companies? Please explain your answer. If your answer is yes, which eligibility criteria would you 
change and why? 

3.8.1 Yes. Increasing the maximum number of full-time equivalent employees from fewer than 250 
(ITEPA 2003, Schedule 5, Paragraph 12A) to, say, 500 would have a greater impact on widening the 
number of companies that could potentially implement EMI schemes and would be welcomed. The 
current £30 million limit on gross assets (Paragraph 12) is adequate and in most cases does not 
adversely impact the availability of EMI. 

3.8.2 We consider that the independence requirement (Paragraph 9(2)) is unnecessarily restrictive. We 
would suggest allowing companies that are subsidiaries to grant EMI options provided the relevant 
group satisfied the gross asset and (enlarged) full-time equivalent employee limits. 

3.8.3 The Paragraph 9(3) requirement for there to be no arrangements whereby a company’s 
independence could be lost is also restrictive and creates added complexity. For example, the terms 
under which private equity investors are willing to invest in companies contain wide ranging 
situations in which investor step in rights may be triggered to protect an investment. These 
situations have widened over the years and HMRC’s approach as to whether such rights adversely 
impact the availability of EMI creates does not always mirror commercial reality. 

3.8.4 The independence requirement also negatively affects UK subsidiaries of multinational groups 
where UK employees often participate in (non tax-advantaged) groupwide schemes. 

3.8.5 Similarly, the Paragraph 16(e) / Paragraph 19 exclusion relating to ‘bought in’ royalty or licence 
income does not reflect the way in which software services are now provided. It can also be a trap 
for the unwary if there is a reorganisation and the restrictive requirements of Paragraph 19(8) are 
not satisfied.   
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3.8.6 The Paragraph 16(c) exclusion for ‘other financial activities’ is very broad, and can exclude certain 
fintech businesses. 

3.9 Question 17: In your view, do the current EMI scheme criteria have a distorting effect on 
companies’ growth insofar as the companies try to remain within the scheme’s limits? If your 
answer is yes, could you provide examples or quantitative data to support your views? 

3.9.1 We have not observed such behaviour in the market.  

3.10 Question 18: In your view could widening the current eligibility criteria to support larger 
companies affect smaller companies’ ability to recruit and retain employees? Please explain your 
answer. 

3.10.1 No comment. 

4. About Saffery Champness 

4.1 Our performance in the last financial year has placed us in 13th position within the top 50 UK 
accountancy firms by fee income. 

4.2 We currently have more than 80 UK partners and over 700 staff in nine offices in the UK and further 
offices in Dubai, Dublin, Guernsey, Geneva and Zurich. All of our offices share the same professional 
approach and commitment to a genuinely partner-led service, supported by the knowledge of 
experts drawn from throughout the firm. 

We are a firm with a deliberate focus; we do not try to be all things to all people. Instead we choose 
to specialise in specific sectors and areas of business where we have real in-depth expertise and 
experience. We advise the owners of family businesses and entrepreneurs. These include 
professionals and manufacturing businesses, property, regulated entities, landed estates and rural 
businesses, not-for-profit, private wealth, sports and entertainment, corporate and international. 


