
 
 
 

 
 

 

Seed Enterprise Investment 

Scheme 
 
Seed Enterprise Investment Scheme (SEIS) is an 
incentive to encourage investment in small businesses.   
 
The scheme can allow investors to obtain tax relief of up 
to 78% on their investment and applies to businesses 
that are less than two years old.  The relief is available to 
individuals who subscribe for qualifying shares in a 
company which meets the SEIS requirements. 
 
To provide relief an investor’s income tax liability is 
reduced by 50% of the amount invested in qualifying 
shares, up to a maximum of £100,000.   
 
A 'carry-back' facility exists which allows all or part of the 
cost of shares acquired in one tax year to be treated as 
though the shares had been acquired in the preceding 
tax year.  As SEIS did not exist prior to 2012-13 there is 
no scope for carrying relief back before that year. 
 
There is also an opportunity for individuals, who make 
gains in 2012/13, to obtain relief from Capital Gains Tax.  
This provides an additional relief of up to 28% for 
investors if they invest the gain in the company.  If the 
investment qualifies the gain will be exempt from Capital 
Gains Tax  
 
Further reliefs are available to the investor in the form of 
Inheritance Tax Business Property relief and possible 
scope for loss relief against income, should the 
investment fail. 
 
The shares must be held for a period of three years from 
the date of issue to avoid the withdrawal of relief and 
must be fully paid for at the time of issue. 
 

The investor 
 
In order to qualify for relief the investor or his associates 
must not be employees in the company, within a three 
year period, although there is no restriction for directors.   
In addition to this the investor or his associates must not 
have a substantial interest in the company.  This is 
defined as owning more than 30% of the issued share 
capital, voting rights or rights to assets on winding up 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Associates for these purposes include business partners, 
lineal ancestors and descendants.  It is interesting to 
note that relatives such as brothers and sisters are not 
included.   
 
There may also be good scope for less immediate family 
members to invest and receive the benefits of the tax 
reliefs alongside the traditional unconnected or ‘business 
angel’ type investor.  For example, subject to any 
challenge by HMRC that the investment is specifically for 
tax avoidance, there would seem scope for unmarried 
couples to qualify, or for investments by parents in law. 
 
There must be no arrangements to protect the investor 
from the normal risks associated with investing in shares 
and no arrangements for the shares to be sold.  In 
addition to this there must be no ‘reciprocal’ 
arrangements whereby investors agree to invest in each 
others companies for the purposes of obtaining tax relief. 

 

The company 
 
There are several rules that the company must satisfy in 
order for the investment to qualify.  These include the 
requirement that the business must have fewer than 25 
employees and assets of up to £200,000.   
 
There are also requirements to ensure that the monies 
raised must be spent on qualifying business activities.  
This can include carrying on a qualifying trade, preparing 
to carry on a qualifying trade or carrying on research and 
development to lead to a qualifying trade.  To qualify a 
trade must be conducted on a commercial basis with a 
view to the realisation of profit and trades do not qualify if 
they include a substantial amount of excluded activities.  
HMRC have published a list of sixteen excluded activities 
and these include dealing in land, farming, financial 
activities, leasing and property development 
 
There is significant scope for the start up business to 
benefit from the scheme as investors will be incentivised 
and encouraged to invest by the available tax breaks.  
For the investor, 50% Income Tax relief and the scope to 
protect gains from Capital Gains Tax, along with possible 
additional tax reliefs, may mean an increased 
commercial risk can be taken. 
 
If you require further information please contact Mairi 
Drummond or Mark Thompson on 01573 224391 or 
email mairi.drummond@renniewelch.co.uk or 
mark.thompson@renniewelch.co.uk. 

Partners: 

Gordon S Chisholm CA  

Colin Crombie CTA 

Gill Adamson BSc (Hons) CA CTA 

Martin S Thomson FCCA 

Mark Thompson CTA ATT 
Associates:  

Steven A Reid CA 
Consultant: 

George H Young BA CA Client Briefing Note 
            Number 17 – June 2013  

 

 

Rennie Welch LLP 
Academy House  
Shedden Park Road  
Kelso 
Roxburghshire 
TD5 7AL 

For further details please telephone 01573 224391 or email: mail@renniewelch.co.uk 
 

Gordon S Chisholm CA     - gordon.chisholm@renniewelch.co.uk                   

Colin Crombie CTA     - colin.crombie@renniewelch.co.uk                        

Gill Adamson BSc (Hons) CA CTA    - gill.adamson@renniewelch.co.uk                         

Martin S Thomson FCCA     - martin.thomson@renniewelch.co.uk                    

Mark Thompson CTA ATT     - mark.thompson@renniewelch.co.uk      
Associates:                                                                                                                               

Steven Reid CA      - steven.reid@renniewelch.co.uk                            
Consultants:                                                                                                                           www.renniewelch.co.uk 

George H Young BA CA     - george.young@renniewelch.co.uk 
 

 
These notes have been produced for the information of clients, staff and contacts of Rennie Welch LLP. It is not possible to give exhaustive details of each subject in a brief publication, and detailed 
advice should be obtained before entering into any transaction. No responsibility can be taken for any loss arising from action taken or refrained from on the basis of this publication. © Rennie Welch LLP

    

Rennie Welch LLP 
Academy House  
Shedden Park Road  
Kelso 
Roxburghshire 
TD5 7AL 

Partners: 

Gordon S Chisholm CA  

Colin Crombie CTA 

Gill Adamson BSc (Hons) CA CTA 

Martin S Thomson FCCA 

Mark Thompson CTA ATT 
Associates:  

Steven A Reid CA 
Consultant: 

George H Young BA CA 

Partners: 

Gordon S Chisholm CA  

Colin Crombie CTA 

Gill Adamson BSc (Hons) CA CTA 

Martin S Thomson FCCA 

Mark Thompson CTA ATT 
Associates:  

Steven A Reid CA 
Consultant: 

George H Young BA CA 

mailto:mairi.drummond@renniewelch.co.uk
mailto:mark.thompson@renniewelch.co.uk
mailto:martin.thomson@renniewelch.co.uk
mailto:mark.thompson@renniewelch.co.uk
mailto:steven.reid@renniewelch.co.uk

