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Enterprise Investment Schemes (EIS)

The basics

EIS can provide a variety of tax reliefs for individuals
investing in UK trading companies. The allure of these tax
reliefs can help companies attract the investment they need
to meet their aspirations.

Seed Enterprise Investment Scheme (SEIS) is effectively
the baby brother of EIS, aimed at supporting young and
early stage companies. Both EIS and SEIS tax reliefs are
extremely valuable, but they are complex and can catch out
the unwary.

The tax reliefs

EIS can provide the following tax reliefs:

> Income Tax relief of up to 30% on money invested
(maximum investment of £1m pa)

> Capital Gains Tax deferral relief allowing investors
disposing of assets to defer gains against subscriptions
in an EIS company

SEIS can provide the following tax reliefs:

> Income Tax relief of up to 50% on money invested
(maximum of £100k pa)

> Exemption of 50% of Capital Gains Tax on other relevant
gains
EIS and SEIS also provide the following tax reliefs:

> No Capital Gains Tax on disposal after holding the shares
for 3 years

> 100% IHT mitigation after holding the shares for 2 years

> |If you make a loss on your investment, you can offset that
loss against income tax

Now for the sums

> These sample figures illustrate the impressive savings
that EIS relief can deliver for individuals and therefore
how attractive companies with EIS status can be

EIS Example:

Tom Smith is a top rate tax payer and recently sold some
shares (the gain after exemptions was £100k).

His total tax liability is currently £100k, split as follows:

Capital Gains Tax Income Tax

‘ £24k ‘ £76k ‘

Tom invests £100k in EIS qualifying shares.

He defers his CGT and offsets 30% of his investment against
income tax, saving £54k (if CGT deferral is treated as a tax
saving).

So the net cost of his EIS investment is just £46k.

Saving Net Cost

‘ £54k ‘ £46k ‘

What qualifies?

In order to qualify for EIS and SEIS relief there are three
overarching areas to be considered:

> Qualifying shares
> Qualifying company
> Qualifying individual

Each of these areas have numerous complex conditions
which require to be met.

It is possible for a company to obtain Advance Assurance
that the qualifying conditions are met in relation to
proposed EIS and SEIS fund raises. In our experience,
investors are typically well versed in EIS rules and may
request confirmation fromm HMRC of an Advance Assurance
before making an investment.

How we can help

> By understanding and appreciating the technical
requirements and application of the conditions to the
proposed fundraising

> Seeking Advance Assurance fromm HMRC to provide
certainty to potential investors that a company is a
qualifying company for the purposes of SEIS or EIS

> Managing HMRC expectations to reduce unnecessary
negotiations

> Assisting with reporting obligations to HMRC, including
completion of investor certificates

Due to recent legislative changes, it is becoming
increasingly vital to involve us at an early stage of any
investment proposition. This allows us to safeguard your
interests and maximise any tax benefits on your behalf.

Find out more
We’'re here to help.

If you'd like further information on how you could benefit
from EIS and SEIS reliefs, please contact:
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Disclaimer: This update has been published for information purposes only. The contents of this document are not a substitute for tax, legal or professional advice. The
law may have changed since this document was first published and whilst all possible care has been taken in the completion of this document, readers should seek

tax advice based upon their own particular circumstances.



