
 

Summary of legislative changes impacting EIS/VCT schemes – 
Summer Finance Bill 2015 
 
Some of the other changes that were announced, and confirmed at the Summer Budget 
2015, which will take effect from the date of Royal Assent of the Summer Finance Bill 2015, 
once the proposed legislation receives EU State Aid approval, include: 
 
•A lifetime limit for the issuing company will be introduced to cap the maximum amount it 
can raise under the venture capital schemes. This limit will be £12 million for most 
companies, but there will be an enhanced £20 million for ‘knowledge intensive’ companies. 

•EIS relief will not be available for share issues in companies which have been trading for 
more than 7 years (10 for knowledge intensive companies), unless:  
 

◦    There has been a previous issue of shares under EIS/VCT/SEIS 
◦    There has been a fundamental change in the nature of the business 

 
•The maximum number of employees will increase to 499 (previously 249) for ‘knowledge 
intensive’ companies. 

•A restriction on existing shareholders claiming relief will be introduced, and going forward 
an existing shareholder will only be able to claim relief if all of the existing shares:  

◦Were issued under EIS, SEIS or SITR 
◦Are subscriber shares (i.e. the original shares issued on incorporation) 
 

•EIS/VCT will no longer be able to be used to fund the acquisition of an existing company or 
trade. 

Benefits 

There are a number of potential tax reliefs associated with EIS: 

Income Tax Relief 

•Individuals who subscribe for shares in an EIS qualifying company will receive tax relief of 
30% (20% for years up to 2010/11), on the cost of the shares which is offset against the 
individual’s Income Tax liability for the year in which the investment was made.. 

•It is possible to ‘carry back’ all or part of the investment to the preceding tax year as long 
as the limit for relief is not exceeded for that year. 

•An individual may carry-back current year EIS investments to the previous year, provided 
that the limit in the previous year is not exceeded. The effect being that a subscription of £2 
million EIS shares may be made in 2014/15 with a carry back of £1 million to 2013/14.  

•An individual is able to reduce his tax liability to zero through EIS relief, allowing the 
taxpayer to claim back any repayable tax deducted at source, such as bank interest or PAYE. 

 



 

Qualifying conditions 

Note that there are several important qualifying conditions attached with EIS Income Tax 
relief: 

1. Restriction for connected individuals 

Between the period commencing two years before the issue of EIS shares and the later of 
three years after the investment was made and the date the company commences trading, 
an individual investor cannot be ‘connected’ with the qualifying EIS company. He or she 
cannot: 

•Be remunerated as a company employee, partner, or director (unless an unremunerated 
director, or potentially a paid ‘business angel’ investor), or 

•Directly or indirectly possess or be entitled to acquire more than: 30% of the ordinary 
share capital, or 

30% of voting rights, or 

30% of the rights to assets on a winding up  

◦of the company or any subsidiary. 

These rules are subject to exceptions for unpaid directors, and paid business angel investors 
(see s167-s169 ITA 2007), which broadly permit payment for services as a director once the 
shares have been issued. It is advisable to become a director only once shares have been 
issued. Any director involved in the company's trade prior to issue is likely to be connected 
and relief will be denied. 

2. Three year holding period 

The individual must retain the shares for a minimum of three years (possibly up to five if the 
trade commenced after the share issue date). If the shares are disposed of within this 
minimum holding period, the relief will be clawed back (unless the disposal was to a spouse 
or civil partner, in which case the spouse or civil partner is deemed to have subscribed for 
them). See note on ‘Relief Clawback.’ 

3. Investing via partnerships 

Investors who invest in start-ups or other small companies through a partnership structure 
are not eligible for EIS relief. 

Capital Gains Tax Exemption 

•There will be no CGT charged on any gain of EIS shares disposed after the minimum 
holding period on which Income Tax relief was given and not withdrawn. 

 

 

 



 

 

Capital Gains Tax Deferral Relief 

•CGT can be deferred if capital proceeds are invested in EIS shares - even if the investor is 
connected (see above). The gain can be realised from any asset but the share investment 
must take place in the period of one year before or three years after the disposal of the 
asset. The minimum or maximum EIS investments do not apply to deferral relief. 

•Gains realised on or after 3 December 2014 which qualified for Entrepreneurs' Relief may 
be reinvested in EIS (or Social Investment Tax relief) and will still remain eligible for ER when 
the deferred gain is realised. 

Loss Relief 

•If EIS shares are disposed of at a loss at any time, the loss (after any Income Tax relief has 
been taken into account) can be offset against income for that year and the previous year 
instead of being offset against capital gains. 

Relief Clawback 

The clawback of relief works in one of several ways depending on the nature of the disposal. 

•Where the individual gifts the shares within three years, all of the original relief obtained 
will be withdrawn and an assessment made in respect of the relief given. 

•Where the individual sells the shares within three years for a profit, again the original relief 
obtained will be withdrawn and an assessment made in respect of the relief given. 

•Where the individual sells the shares for a loss the relief clawed back will be the proceeds 
of the sale multiplied by 30% (20% if the investment was made before 6 April 2011). 

Qualifying companies 

To qualify for the EIS scheme companies must fulfil certain criteria. The issuing company 
must be: 

•A trading company: most trades qualify but ‘excluding activities’ include property 
development, farming and market gardening, coal and steel production, hotel and nursing 
home operation and management, and many financial activities. From 6 April 2015 the list 
includes subsidised generation of electricity involving a) contracts for difference or b) 
renewable sources where anaerobic or hydroelectric power is involved. 

•Unquoted at the time of the share issue. This means the company cannot be listed on the 
London Stock Exchange or any other recognised stock exchange. The Alternative Investment 
Market (AIM) is not treated as a recognised market under EIS rules. 

•A ‘small company’. Gross assets cannot exceed £15 million (£7 million before April 2012) 
before the share issue, or £16 million (£8 million before April 2012) immediately after the 
use. 



 

•A company that employs fewer than 250 (50 before April 2012) full-time employees at the 
time of the share issue. 

•Carrying out the trade for which the money was raised for at least four months before an 
investor is eligible for EIS relief. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Important Notice / Terms and Conditions 

Please read the following information carefully as a professional adviser. The information contained in this communication 
is for discussion purposes only for professional advisers and their clients, it is not for Retail Clients. 

EIS Portfolios are not suitable for all investors as the underlying investments are often illiquid and therefore high risk. 
Advice should always be sought from a professional adviser prior to investing. 

By proceeding through this brochure you are agreeing to the terms and conditions. For purposes of compliance with the 
UK Financial Services and Markets ACT 2000 (FSMA), this material is communicated by Kuber Ventures; and the contents of 
this financial promotion have been approved for the purposes of section 21 of the FSMA by Sturgeon Ventures LLP which is 
authorised and regulated by the Financial Conduct Authority (FCA) and it has its trading office at Linstead House, 9 Disraeli 
Road, London SW15 2DR. 

Kuber Ventures Limited advisors are all regulated by the Financial Conduct Authority and can be found on 
www.fca.gov.uk/fcaregister. Kuber Ventures Limited FRN 574987 is an Appointed Representative of Sturgeon Ventures LLP 
which are Authorised and Regulated by the Financial Conduct Authority. Kuber Ventures Limited, 25 Sackville Street, 
London, W1S 3AX registered number: 8693809, VAT: 175 9290 69. 

http://www.fca.gov.uk/fcaregister

