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What is EIS and SEIS?

The Enterprise Investment Scheme (EIS) and 
SEED Enterprise Investment Scheme (SEIS) are 
Government schemes that provides a range 
of tax reliefs for investors who subscribe for 
qualifying shares in qualifying companies. 

The tax reliefs are there to encourage investment 
into the types of companies the government wish 
to help grow.

Tax reliefs

There are five current EIS & SEIS tax reliefs 
available to investors in companies qualifying 
under the EIS or SEIS:

1. Income tax relief

2. Capital Gains tax freedom

3. Inheritance tax relief

4. Capital Gains tax deferral or reinvestment 
relief

5. Loss relief

These are summaried on the following page.
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How we can help

We have considerable experience in the 
provision of advice relating to EIS & SEIS 
investments and have placed client’s 
capital into these investments for almost 
10 years. We have formed relationships 
with fund managers that provide a wide 
range of investment opportunities and 
we also obtain independent research in 
respect of current EIS & SEIS opportunities 
that sits alongside our own criteria that we 
apply when assessing such investments.

As a whole of market independent 
advisory firm, we are not restricted to 
using a single fund manager. As such, we 
research numerous opportunities that we 
feel are suited to our client’s investment 
needs with varying degrees of risk 
attaching to those that we recommend.



1. Income tax relief

• An individual with no more than a 30% interest 
in the company can reduce their income tax 
liability by up to 30% of the amount invested if 
they invest in an EIS or 50% if they invest in a 
SEIS.

• An EIS or SEIS qualifying investment must be 
held for no less than three years from the date 
of issue of the shares, or until three years from 
commencement of trade, if later.

• There is no minimum subscription per 
company and the maximum in respect of 
which a subscriber may obtain income 
tax relief in any year is £1m for an EIS and 
£100,000 for a SEIS.

• Individuals may elect to treat their subscription 
for EIS or SEIS shares, up to their maximum 
annual allowance, as if made in the previous 
tax year, thereby effectively carrying income 
tax relief back one year.

• Tax relief is limited to the amount which 
reduces the individual’s income tax liability for 
the year to nil.

2. Capital Gains tax freedom

No Capital Gains Tax (CGT) is payable on the 
disposal of shares after three years, or three 
years after commencement of trade, if later, 
provided the EIS or SEIS initial income tax relief 
was given and not withdrawn on those shares.

EIS or SEIS investment should be viewed as a 
medium to long term investment of five years 
plus.

3. Inheritance tax relief

Shares in EIS or SEIS qualifying companies will 
generally qualify for Business Property Relief for 
Inheritance Tax purposes. The rates are up to 
100% after two years of holding such investment, 
so that any liability for Inheritance Tax is reduced 
or eliminated in respect of such shares.

4. CGT deferral relief or reinvestment 
relief

• Tax on capital gains realised on a different 
asset can be deferred for as long as the EIS 
qualifying shares are held. Or even indefinitely 
if they are held at death or reinvested in 
replacement shares that are EIS qualifying. The 
disposal of the different asset must be less 
than 36 months before the date of the issue 
of shares in the EIS investment or less than 12 
months after it.

• Deferral relief is unlimited: it is not limited to 
investments of £1m per annum and can also 
be claimed by investors whose interest in the 
company exceeds 30%.

• CGT Entrepreneurs Relief (ER) is also allowable 
where a qualifying gain is deferred into an EIS, 
ensuring that any deferred gain which became 
liable to CGT is charged at the ER preserved 
rate rather than the personal rate.

• For SEIS investments there is no deferral 
relief, but there is reinvestment relief. If you 
dispose of any asset in the tax year and a gain 
arises in that year, an amount of which is then 
reinvested into SEIS, you can make a claim to 
treat 50% of the gain as exempt from Capital 
Gains Tax, up to a maximum of £50,000.

5. Loss relief

• If EIS or SEIS shares are disposed of at any 
time at a loss (after taking into account income 
tax relief), such loss can be set against the 
investor’s capital gains, or income in the year 
of disposal or the previous year.

• For losses offset against income, the net effect 
is to limit the investment exposure if the shares 
were to become totally worthless. Alternatively, 
the losses can be offset against capital gains 
at the prevailing rate as applicable.
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Sector opportunities
The following sectors are examples of potential investment opportunities: Media, Technology, 
Infrastructure, Life Sciences, Environmental and Leisure. 



Qualifying companies

EIS qualifying companies must:

• Be unquoted – although AIM (Alternative 
Investment Market) and ISDX (ICAP 
Securities and Derivatives Exchange) quoted 
companies do qualify

• Be independent 

• Have gross assets of less than £15m before 
the EIS share issue, and £16m afterwards

• Have less than 250 employees (500 if a 
knowledge-intensive company)

• Raise no more than £5m per year per group 
from a combination of EIS, SEIS and Venture 
Capital Trusts (VCT)

• Raise no more than £12m (£20m if a 
knowledge-intensive company) in total per 
group from a combination of the EIS, SEIS 
and VCT

• Be trading companies – although certain 
types of trade are prohibited. See ‘excluded 
activities’

SEIS qualifying companies must:

• Be unquoted – although AIM and ISDX 
companies do qualify

• Be independent

• Have gross assets of less than £200,000 
before the SEIS share issue

• Have less than 25 employees

• Raise no more than £150,000 per group in 
any three year period Carry on a genuine new 
trade – although certain types of trade are 
prohibited. See ‘Excluded companies’ 

• Not have raised any money under the EIS or 
VCT schemes. (However, a company which 
has issued SEIS shares can then go on to 
raise further investment from EIS and/or VCT 
investors.)
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Excluded activities

Companies whose trades consist substantially 
(more than 20%) of certain activities are excluded 
from the EIS/SEIS. These include banking or 
insurance activities, leasing, legal or accountancy 
services, property development and coal or steel 
production.

EIS and SEIS investment opportunities

Broadly speaking, there are two ways to invest in 
EIS and SEIS: 

1. Investing directly in a single qualifying 
company: this gives an investor greater 
visibility but also carries greater risks 
because the success of the investment 
depends solely on the fortune of that 
company.

2. Investing through a fund or portfolio: this 
affords greater diversification, usually within 
an area or sector, or multiple sectors. It also 
means a professional manager finds and 
researches the opportunities and makes the 
investment decision. In certain instances, the 
fund manager will also secure a seat on the 
Board of the company in order to maintain 
close working knowledge of the business 
going forward.

Want to find out more?
T: 01903 534587
E: info@coolebeviswm.com
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