
EIS Tax Relief: The 
Discerning Investor’s 
Best-Kept Secret
Speak to an advisor 020 3307 1800



If you’re investing in Venture Capital 
trusts, social enterprises or specific 
types of companies, you could be 
eligible for certain kinds of tax relief. 
Find out how to:

Pay 0% capital gains tax on profits

Claim 30% income tax relief

Get 100% inheritance tax relief

Claim up to 45% loss relief



Read on to discover the best kept secrets of 
tax-savvy investors:
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An Introduction to 
Venture Capital Schemes 

If you’re just getting started as an investor and keen to organise your 
tax affairs in the most efficient way possible, venture capital schemes 
are a good place to start. This type of scheme enables investors to 
invest in companies that are not listed on a stock exchange. In return 
for the investment, the investor can claim tax relief. There are three 
types of venture capital scheme, they are:

Another option is to invest in a Venture Capital Trust (VCT). This 
is slightly different in that your investment will go to the trust and 
the trust will then use that to invest in or offer a financial loan to 
appropriate companies. 

Social Investment Tax Relief (SITR)
For registered charities, company benefit societies and community 
interest firms with fewer than 250 employees.

Enterprise Investment Scheme (EIS)
For companies wishing to raise up to £5 million per annum, 
Investment is capped at a maximum of £12 million overall.  

Seed Enterprise Investment Scheme (SEIS) 
For companies just starting up and looking to raise a maximum of 
£150,000.



What Tax Relief Are You 
Entitled To As An Investor?  
The type of scheme that you choose will determine the type of tax 
relief you can legally claim for as an investor. Dependent on your 
scheme of choice, you could be entitled to claim for:

• Income Tax relief for a loan made to a social enterprise
• Income Tax relief for investments made via a venture capital scheme
   or venture capital trust
• Capital Gains Tax relief when you re-invest a gain made from a
   previous investment back into a venture capital scheme
• Capital Gains Tax relief on gains made as a result of your venture
   capital scheme investment



Venture Capital Trust
You can claim tax relief on 50% of a maximum investment of 
£200,000. You can also claim tax relief on dividends paid as a result of 
your investment.

Enterprise Investment Scheme 
You can claim tax relief on 30% of a maximum investment of £1 
million or, of £2 million invested in knowledge-intensive companies 
(typically those carrying our research and development and creating 
intellectual property).

Seed Enterprise Investment Scheme 
You can claim tax relief on 50% of a maximum investment of 
£100,000.

Social Investment Tax Relief 
You can claim tax relief on 30% of a maximum investment of £1 
million.
 
If you invest via a Venture Capital Trust, you’ll need to make your 
Income Tax relief claim in the same tax year that you make your 
investment.

Claiming Income Tax Relief
You are entitled to claim Income Tax relief if you provide a loan 
to a social enterprise or by investing in eligible companies via an 
Enterprise Investment Scheme or Seed Enterprise Investment 
Scheme. The amount of tax relief you can claim depends on the 
amount of investment you have made. There are caps on both the 
percentage relief available and the amount of investment you can 
make a claim for. 



If you’re investing in an Enterprise Investment Scheme, Seed 
Enterprise Investment Scheme or Social Investment Tax relief, 
you can claim Income Tax relief in the same tax year. You can 
also choose to claim Income Tax relief on your investment in 
the tax year before the investment is made, by treating the 
investment as if it were made in the previous year.
 
Keep in mind that unclaimed Income Tax relief entitlement 
cannot be claimed in future years and you can only claim the 
relief on UK Income Tax.

Another point that you’ll need to remember to stay on the right 
side of HMRC is that you will not be entitled to claim Income Tax 
relief if you invest through a Social Investment Tax Relief scheme 
and receive new shares for a company that you already hold 
shares in unless the new shares have a submitted compliance 
statement or, were issued to you upon the legal formation of the 
company with Companies House.



Venture Capital Trust
You are not entitled to claim personal Capital Gains Tax relief. There is 
no tax relief for any losses you may encounter but any gains you make 
through the sale of shares will be exempted from Capital Gains Tax.

Enterprise Investment Scheme
You can submit a claim for Personal Capital Gains Tax relief on the full 
amount of your investment. If you receive Income Tax Relief, any gains 
you make from the sale of shares will be exempted from Capital Gains 
Tax. You can also claim for relief if you make a capital loss against 
your income. If you sell your shares at a loss, you have the option of 
setting the loss amount against your income, minus any Income Tax 
relief you’ve already claimed. This must be done in the same tax year 
or the preceding tax year. 

Claiming Capital Gains 
Tax Relief
If you sell an investment or asset, you’ll need to pay Capital Gains tax 
on the amount of profit you made. However, if you invest in a venture 
capital scheme, you can make a claim for Capital Gains Tax relief.

As with Income Tax claims, the amount of gains you can claim relief is 
capped on some schemes. 



Seed Enterprise Investment Scheme
You can claim Personal Capital Gains tax relief on 50% of your 
investment, up to a maximum of £50,000. If you receive Income Tax 
Relief, any gains you make from the sale of shares will be exempted 
from Capital Gains Tax. You can also claim for relief if you make a 
capital loss against your income.

If you invested in an EIS using a gain you made by selling an asset 
anytime from 6 April 2012 to 5 April 2013, you can claim Capital Gains 
Tax relief on 100% of your investment, up to a maximum amount of 
£100,000.

Social Investment Tax Relief
You are not eligible to submit a claim for Personal Capital Gains 
Tax relief, but any gains you make from the sale of shares will be 
exempted from Capital Gains Tax. 

Capital Gains Tax relief can also take the form of a deferral. That 
means that if you invest a gain you make from selling an asset into an 
Enterprise Investment Scheme within three years of the sale, you’ll be 
able to defer your tax payment. You can also defer your tax payment 
when you invest a gain into a Social Investment Tax Relief scheme, but 
there is an investment limit of £1 million in place. 

The deferral doesn’t stay in place forever and, you will become liable 
to pay the deferred tax if or when:

• You liquidate the investment
• You no longer qualify as a UK resident
• The company in receipt of the investment no longer qualifies for
   the scheme
• Your investment is repaid, redeemed or cancelled



What happens if you sell 
your investment?

If you made your investment via a Venture Capital Trust, you will not 
be required to pay Capital Gains Tax when you later sell your shares.

If you make an investment through a Seed Enterprise Investment 
Scheme, Social Investment Tax Relief or Enterprise Investment 
Scheme and then sell your shares, you will be exempted from Capital 
Gains Tax provided that:

• You received Income Tax relief on your investment and that relief
   hasn’t subsequently been withdrawn or the amount reduced
• You’ve held the shares for a minimum of three years or, greater
   minimum period specified by the scheme

What Type of Investments 
are Exempt from Tax 
Relief?

In some circumstances, you will not be eligible to claim Income Tax relief 
on your investment. This applies if either yourself or an associate (such 
as a close family member like a parent, grandparent or child, a business 
partner or a trustee where you’re a beneficiary or settlor): 

• Are employed by the company or one of its subsidiaries 
• Own more than 30% of that company’s shares, voting rights, assets
   if the company is wound up or loan capital in the case of investment
   made via a Social Investment Tax Relief scheme. 
• Have invested via Social Investment Tax Relief and are a partner
   or trustee.



These conditions apply for different periods depending on the type of 
scheme used to make the investment. 

• Enterprise Investment Scheme: For two years before the investment
   and at least three years after investment.
• Seed Enterprise Investment Scheme: From the date of incorporation. 
• Social Investment Tax Relief: For 12 months before the
   investment.

There are additional rules if you are a director of the company too, 
again these vary from scheme to scheme.

Enterprise Investment Scheme 
You can’t claim tax relief if your shares were obtained when you were 
a paid director. If they were issued when you were an unpaid director, 
you can, provided that the shares were originally issued within three 
years of the date or incorporation or, of the original share issue. The 
exception to the no tax relief rule comes if your payment as a director 
is a permitted payment – that is to say, was for a work-related expense, 
was payment for a commercial lease, was payment for the supply of 
goods, was an interest payment on a loan made to the company or was 
the payment of a dividend in line with the usual rate of return. 

Seed Enterprise Investment Scheme 
You can claim tax relief as a director.

Social Investment Tax Relief
You can’t claim tax relief if you’re a paid director. You can if you’re 
acting as an unpaid director for the social enterprise. 

Unpaid directors can claim tax relief.



Tax Relief and Shares
To be eligible for Income Tax relief, the shares you hold must be paid 
for in full in cash and be newly issued. Payment must also have been 
made before the shares were issued.

The shares themselves must be classed as full risk ordinary shares 
and should not afford you any special rights to any asset of the 
company concerned in the event that it is wound up. 

If you’re investing via an Enterprise Investment Scheme or Seed 
Enterprise Investment Scheme, you can receive dividends but the 
shares must not permit them to be accumulated or the dividend to 
vary. 

For shares obtained via Social Investment Tax Relief, they must not 
give you the right to a fixed dividend or a dividend that exceeds a 
reasonable rate. 
 
You will not be eligible to claim tax relief if you paid for your shares 
with the monies received from a loan acquired for that express 
purpose. 

Additionally, when you are investing via a Enterprise Investment 
Scheme, Seed Enterprise Investment Scheme or Social Investment Tax 
Relief the shares must not have been issued to you:

• In order to sell them before the end of the relevant period
• In a reciprocal agreement, whereby that company’s owner
   invests in your company in return
• To protect your investment in that company
• To enable you to benefit from company activities in a way not
   intended by the scheme used

For investments made via the Enterprise Investment Scheme, you will 
not be able to claim Income Tax relief if you already hold shares that 
were issued after the initial company formation or that do you not 
hold a E1S3 compliance certificate for. 



Tax Relief and Loans
If you loan money to a social enterprise via the Social Enterprise 
Investment Scheme, you are permitted to make a claim for tax relief.
 
You can claim for tax relief on a loan provided that assets are not 
being used to secure the loan and interest on that loan isn’t been paid 
at a rate above what could be considered a reasonable rate.
 
The loan must be recorded with a debt instrument or confirmation of 
that debt from the company in receipt of the loan. If a debt instrument 
isn’t issued, the investment is considered to have begun from the date 
given on the investment agreement.
 
If you make a series of payments intended as a loan, each one is 
considered to begin on the date of the individual payment.  



What Happens to Tax 
Relief When You Sell Your 
Investment?
As an investor, you may choose to sell your investment at some 
point rather than hold on to it indefinitely. When that happens, it can 
have ramifications for tax relief. The amount of time you must retain 
your investment to be eligible for tax relief differs depending on the 
scheme.

Venture Capital Trust 
To be eligible for tax relief, you must retain 100% of your investment 
for a period of no less than five years.  If your shares become ineligible 
during that period, you will not be able to claim Income Tax relief on 
those ineligible shares. You can retain the relief if you connect with the 
Venture Capital Trust or one of the companies it invests in.

Enterprise Investment Scheme, Seed Enterprise 
Investment Scheme and Social Investment Tax Relief 
You must retain your investment for a period of no less than three 
years. You will no longer be eligible to claim tax relief if you sell all 
or some of your shares during that three-year period, receive an 
unusually high interest payment on a loan made to the company, 
receive money from the company, develop a connection with that 
company or that company is deemed to no longer meet the criteria 
for the scheme. 

Under the Enterprise Investment Scheme, you’ll lose eligibility if that 
company pays back investment to shareholders who haven’t qualified 
for tax relief in the 12 months before your share was issued or for the 
Seed Enterprise Investment Scheme and Social Investment Tax Relief, 
from date of incorporation. 



When should you submit a 
claim for tax relief?
Timing is important when it comes to claiming tax relief as eligibility 
for relief does expire. Your claim must be made within a certain 
time frame.

Venture Capital Trust
You can submit a claim for tax relief up to four years after the 31st 
January proceeding the tax year in which you made the investment. 

Enterprise Investment Scheme, Seed Enterprise 
Investment Scheme and Social Investment Tax Relief
You can submit a claim for tax relief up to five years after the 31st 
January proceeding the tax year in which you made the investment.



How can you claim 
tax relief? 
Venture Capital Trust
Your claim for tax relief must be made in your self-assessment tax 
return which you submit for the tax year shares were issued. You 
can request a tax refund or a tax code change to obtain the relief 
before your return is filed.

Enterprise Investment Scheme, Seed Enterprise 
Investment Scheme and Social Investment Tax Relief
To make a claim for tax relief you’ll first need to obtain a 
certificate of compliance from the company you have invested in. 
This certificate confirms the company is eligible for the scheme.
 
If you’re claiming tax relief for a previous tax year, you can do 
this via your self-assessment tax return. If you’re claiming for the 
current tax year, you have the option to request HMRC adjust the 
amount on account which is becoming due or change your PAYE 
tax code.
 
If you want to make a claim for capital gains deferral, you’ll need 
to complete the claims portion of your certificate and Social 
Investment Tax Relief, from date of incorporation. 



Who is the Enterprise 
Investment Advisory?
The Enterprise Investment Advisory (EIA) was set up by a number 
of experienced investment advisors from the United Kingdom 
Asset Company with the aim of providing both information on 
and access to new and exciting investment opportunities with 
innovative U.K. businesses looking to grow and expand using 
investment capital under the HMRC Enterprise Investment 
Scheme.

We introduce our clients to the best and most dynamic U.K. 
start-up companies who excel in their particular field and provide 
our clients with tax efficient opportunities to maximise returns. 
In short, our team is both experienced and driven and perfectly 
positioned to provide investment opportunities at the grass roots 
level.

We are proud to work with some of the U.K.’s most exciting young 
companies within many different sectors, all of which have the 
highest green and ethical credentials.



Disclosure
This brochure is published by Enterprise Investment Advisory Ltd, a Company registered in England and 
Wales with Company number: 11345620 (a wholly owned subsidiary of the United Kingdom Asset Company 
Ltd) is intended for information and promotional purposes only, is not intended as an off er to invest and 
should not be construed as fi nancial advice.

Tel: 020 3307 1800
Web: www.enterpriseinvestments.co.uk
Email: admin@enterpriseinvestments.co.uk

Address 
71-75 Shelton Street 
Covent Garden
London 
WC2H 9JQ

Get In Touch


