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What is SEIS? 
SEIS is a scheme offering huge tax breaks to private investors when they invest in eligible companies, usually 
in the form of tax relief. There are five main ways that investors can profit from SEIS tax benefits:	

o Income tax relief up to 50% 

o Capital Gains Tax relief on shares disposed of after three years 
o Capital Gains Tax Reinvestment relief when investors use gains to reinvest in SEIS eligible companies 

o Loss relief when you lose your investment 
o The option to apply tax relief to a previous year (carry-back). 

We will later look at each of these options in closer detail, including their specific eligibility requirements. 

How does SEIS work? 
SEIS is designed to help new businesses attract seed funding. Companies can receive up to £150,000 through 
SEIS investment. This amount counts towards the limits of other venture capital schemes if you later apply for 
other types of funding.	
There are many rules which accompany the initiative to ensure that the scheme targets the right companies, 
namely small start-ups. First off, the scheme is very strict concerning the purpose of the investment. For 
companies to qualify, the investment must be spent within three years of the date of issue of the shares and 
must be used on a qualifying trade, either on the trade itself or on preparations for carrying out a qualifying 
trade. These two factors are essential prerequisites to any claim.	

SEIS rules, requirements and eligibility 
The Seed Enterprise Investment Scheme offers some of the world’s most lucrative tax benefits. Naturally, 
then, there are a number of rules in place to regulate applications and prevent abuse of this benefit, both 
investors and companies must satisfy a list of qualifying requirements to be eligible. 

Are you an SEIS eligible investor? 
If you’re a private investor hoping to qualify for SEIS tax relief, you must adhere to the following regulations: 

o You must be a UK taxpayer 

o You must hold the shares for at least three years 
o You must have no more than a 30% stake in the company 

o You must not be a connected employee or director of the company 
o You may only invest up to £100,000 in each tax year 

o You may not carry-forward your SEIS tax relief. 
The three-year minimum shareholding period means that SEIS investors must be prepared to make long-term 
investments. For this reason, SEIS is only suitable for experienced, wealthy investors who have plenty of 
capital and no need for short-term liquidation of assets. 

Individuals may invest in as many qualifying companies as they like, so long as their total investment does not 
exceed £100,000 per tax year. 

 

 

 



 

Exceptions 

Should investors later become directors, they can still qualify for SEIS provided that they were not connected 
to the company in an employment capacity at the time of issue of the shares. The scheme accepts this 
exemption so as not to exclude business angels from the scheme who later take on active management or 
board roles. 

How to make a claim for SEIS tax relief (Investors) 
The SEIS3 is a compliance certificate, issued by SEIS eligible companies to show that they’ve satisfied their 
qualifying conditions for the scheme. As an investor, once you’ve received your SEIS3, you’re able to claim 
tax relief. HMRC may request to see this certificate at any time, so keep it to hand. 

For claims in the current tax year, you can either request a change to your PAYE tax code or an adjustment to 
your Self-Assessment. To claim for the previous tax year, you need to make a claim on your Self-Assessment 
tax return.	

Claiming for Income Tax relief 

To make a claim for income tax relief under the SEIS, you’ll need to include this on your Self-Assessment tax 
return. You must provide the total amount of investment on which you’re claiming relief in the ‘Other tax 
reliefs’ box, which you can find in the ‘Additional Information’ or SA101 pages of your tax return. 

You must provide details of each of your SEIS investments made in that tax year in box 19 on page TR 7 of 
the tax return. You’ll need your Unique Investment Reference (UIR), the name and reference of the relevant 
HMRC office, the name of the company you invested in as well as the amount on which you’re claiming relief 
and the date of issue. 

You cannot claim relief for any investment for which you have not yet received an SEIS3 form, even if you 
are due this form. If you receive this certificate after submitting your tax return, you can complete the claim 
form provided with the certificate and send it to HMRC. 

Claiming for CGT relief 
To claim for CGT reinvestment relief, you must fill out the Capital Gains Tax summary pages of your Self-
Assessment tax return. In box 28, page CG 2 of these pages, you must enter the code ‘OTH’. You must also 
complete the claim form attached to the SEIS3 certificate you receive from the issuing company and attach it 
to your Self-Assessment tax return. This claim form must also be submitted if you want to claim for Capital 
Gains Deferral relief.	

When is the deadline for submitting a claim? 
You must submit a claim for relief under the SEIS within five years of the 31st January following the tax year 
in which you invested.	

 

 

 

 

 

 



 

The types of tax relief available through SEIS 
We’ll now take a closer look at each of the tax reliefs available through the Seed Enterprise Investment 
Scheme. Many of the reliefs demand additional qualifying conditions. 

Income tax relief up to 50% 
The most attractive tax benefit offered under the SEIS scheme is income tax relief. Eligible investors can 
claim up to 50% of the value of their investment back by having it deducted from their income tax bill in the 
way of relief. 

For example, if you invest your full £100,000 annual limit into an SEIS eligible company, you can claim 
£50,000 off your income tax bill in the year you made your investment. 

Capital Gains Tax relief 
If you’ve held your shares for a minimum of three years, when you come to dispose of them, you may be 
eligible for Capital Gains Tax exemption on your investment gains. 

Capital Gains Tax applies to gains made from selling any asset with a value of more than £6,000 (excluding 
your car or main home). CGT can vary from 10% to 28%, which can be a significant sum, making CGT relief 
of up to 100% a huge benefit of the scheme. 

If you initially invest £20,000 into an SEIS eligible company and the value of your shares doubles over the 
course of three years, CGT relief means that you can keep the £20,000 gains without paying any CGT on the 
profit. 

Capital Gains Tax Reinvestment relief 

CGT relief is not only a possibility for SEIS investments. If an investor uses the gains from a non-SEIS 
investment to invest in a company eligible for SEIS, they can claim 50% of Capital Gains Tax relief on the 
original investment. 

Therefore, if a prior investment has earnt you £20,000 in gains which you choose to reinvest in full in an SEIS 
eligible company, £10,000 of that profit will be tax-free! 

Loss relief when you lose your investment 
There is a high possibility when investing in early-stage businesses that investors will not see their money 
returned. Many investors will avoid such high-risk opportunities. One of the ways the SEIS aims to encourage 
investment in such risky ventures is by offering loss relief, which mitigates investors’ losses.	
The amount of relief you can claim on your net loss is equivalent to the highest rate of income tax you pay. 
For most investors, this will be 45%. You can claim loss relief against either your income tax bill or your 
Capital Gains Tax bill. 

Loss relief is available in addition to income tax relief. Therefore, for an investment of £100,000 into an SEIS 
company which then fails, the investor can firstly claim £50,000 in income tax relief. On the remaining 
£50,000 loss, assuming the investor pays 45% income tax, they can claim back 45% of the loss, which is 
£22,500. So, for a £100,000 investment, the investor only makes a loss of £27,000 – less than a third of their 
original investment! 

Applying tax relief to a previous year (carry-back) 
As part of the SEIS initiative, investors can carry back their relief to a previous tax year. This relief treats 
shares as if they were issued in the previous tax year. Carry-back allows investors to maximise their tax relief 
over several years. 



 

For example, if you invested £20,000 in an SEIS investment opportunity in the 2018/19 tax year, your income 
tax relief entitlement would be £10,000. Carry-back allows you to apply this relief to the 2017/18 tax year, 
provided you haven’t exceeded your £100,000 SEIS investment limit for that tax year. 

Inheritance Tax relief 
Provided the investor held their shares for at least two years before they passed away, beneficiaries may claim 
up to 100% inheritance tax relief when they inherit SEIS shares. 

Maximising SEIS tax breaks 
Qualifying investors are not limited to just one of the tax reliefs detailed above. Investors can enjoy as many 
of these tax benefits for which they are eligible. Many investors find themselves eligible for several tax 
benefits in the same investment opportunity. To see how this works, you can find some worked examples 
below. 

Example 1 
Mr Aitchison invests £40,000 into an SEIS eligible business. After three years, the business has remained the 
same value. At this point, he disposes of his shares. 

Mr Aitchison may claim £20,000 back as income tax relief, on either the tax year in which he acquired the 
shares or against his bill from the previous tax year. His returns after three years are £20,000. This brings his 
total returns to £50,000 – despite the business not increasing in value, Mr Aitchison has been able to make a 
profit on his investment through the Seed Enterprise Investment Scheme. 

Example 2 

Ms Moore invests £20,000 in an early-stage business, qualifying for SEIS. After three years, her shares have 
doubled in value. At this point, she disposes of the shares. 

Not only can Ms Moore claim £10,000, representing 50% of her initial investment, in income tax relief, she is 
also exempt from CGT. This exemption means she can keep her entire £20,000 gain, bringing her returns to 
£50,000! 

Example 3 
Mr Smith invests £50,000 into an SEIS eligible start-up. The business unfortunately folds, and Mr Smith’s 
shares become worthless. 

Firstly, Mr Smith claims income tax relief equal to 50% of his investment, giving £25,000. This leaves 
£25,000 of his capital still at risk. On this, he can claim 45% back as loss relief, against either his CGT or 
income tax bill, representing £11,250. 

Mr Smith therefore only loses £13,750 of his initial £50,000 investment. This means that despite the business 
failing, he saved a staggering 72.5% of his initial investment through the scheme! 

As these three examples demonstrate, the scheme allows for impressive returns and serious mitigation on 
losses for SEIS investors.	
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