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WELCOME

I hope this
month’s E News
finds you well and
you all made it
through the recent
cold snap without
harm.

This month we
zero in on two
specific venture capital schemes.
The Enterprise Investment Scheme
and its newer rival for start-ups Seed
Enterprise Investment Scheme, both of
which can form part of an individual’s
tax mitigation-investment strategy and
for companies, an option for raising
that all important finance.
We are also fortunate to hear from
two external contributors this month.
Firstly from Ashfords corporate partner,
Angus Bauer, who has imparted
his legal expertise and experience
in relation to introducing external
shareholders to privately owned
companies. Furthermore, private
investor Piers Millar provides his
insight into the different options open
to business owners when looking for
a new investor and outlines the key
questions to consider before starting
the search.
Lastly, a timely reminder that we are
nearing the end of the 2017/18 tax
year, make sure you are in contact
with your AG adviser about any last
minute tax and financial planning
opportunities.
As usual, if you would like to discuss
any of the articles in more detail, please
do get in touch.

Tracey Watts
Tax Partner

Upcoming tax deadlines
April
1st
5th

14th
19th

30th

Companies (outside of QIPs) with June year ends are liable to pay
their 2017 corporation tax liability.
Signals the end of the 2017-18 tax year.
Those wishing to payroll benefits for the 18/19 tax year should have
applied to HMRC by now (speak with AG’s Michael Evans).
Large companies under the quarterly instalment payments regime
may need to make a further corporation tax payment.
PAYE, NIC, CIS and student loan liabilities for month ended 5 April
2018 are due (22nd if paying electronically).
File CIS returns online for the month to 5 April 2018.
ATED returns must be filed and the associated tax paid.
Payment deadline for inheritance tax due on October 2017 transfers
in or out of a trust.

May
1st

Companies (outside of QIPs) with July year ends are liable to pay
their 2017 corporation tax liability.

5th

Employment intermediary’s quarterly report due (6 January to 5 April)
of agency workers paid gross.

In the (EIS) news
Amendments to the EIS regime currently within the Finance Act 2018
include:
For Knowledge Intensive Companies:

•
•
•

The EIS investor limit increases to £2m;
The annual investment limit increases to £10m (£20m lifetime limit);
The 10 year age condition can commence from reaching a turnover
of £200,000, rather than its first commercial sale.

For all companies the risk to capital requirement is set to be enacted.
This condition means that:

•
•

The company must have an objective to grow and develop its trade
over the longer term; and
There must be a significant risk that the investor could lose more of
the capital invested, than they receive in return.

As a reminder, the second Finance Act of 2015 included a sunset
clause where EIS relief is expected to end on 6 April 2025. It is
however in Government’s power to extend this date.
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EIS Investor Perspective:
What is the attraction?
Whether you are investing through structured financial
products such as those discussed by Louise Osborne or
making a direct investment in a private company, there are
generous tax reliefs available to qualifying EIS investors.

Income tax relief
There are two key aspects; the first being the availability
of income tax relief at a rate of 30% of the investment e.g.
£10,000 investment can equate to £3,000 of income tax
relief.
This is given as a direct reduction of your income tax liability
and can be used in the tax year of investment, or carried
back against your income tax liability for the previous tax
year. To qualify for this income tax relief your residency status
is irrelevant, you merely require a UK income tax liability and
to meet the conditions of the EIS regime.
Qualifying for and obtaining an element of income tax relief
is key, as provided the shares are held until the termination
date has passed (generally three years following the share
issue), any capital gain arising on the EIS shares themselves
will be exempt from capital gains tax. However, I cannot
stress enough, the importance of making a formal claim,
even where you do not have a sufficient income tax liability
to cover all of the available EIS relief. If no claim is made,
no capital gains tax exemption will be achieved on the EIS
shares!
Whilst capital losses are hopefully not an outcome following
an EIS investment, it is also usually possible to claim a level
of relief against income if capital losses are not more valuable
to you.

Deferring capital gains
The second aspect is the ability to defer capital gains arising
on any asset, to the extent that the investment is matched
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in EIS qualifying shares e.g. £1 investment = £1 of the gain
deferred. The capital gain must either arise within the three
years before the investment or the year following. The gain
is held almost in suspense, and will come back into charge
when the EIS shares are either sold, or no longer qualifies
under the EIS regime.
This can be a useful tool if you have a large capital gain arising
in a particular tax year, as you may be able to stage the
crystallising of the deferred gain over subsequent tax years,
where the annual exemption is still available, known capital
losses will be generated or lower rates of tax are in effect.
When deciding whether to make a deferral claim, thought
must be given to the prospect of crystallising the deferred
gain in a future year when the capital gains tax rates could
have increased. Currently if you are a basic rate taxpayer the
rates are 10% (or 18% for residential property), and for higher
rate taxpayers 20% (or 28% for residential property).
Those individuals with capital gains within the 2015/16
tax year, where the rates were set at 18% for basic rate
taxpayers and 28% for higher rate taxpayers may still have
time to invest within the three year window to achieve a
minimum 8% tax saving (based upon the current capital
gains tax rates).
There is however a reason why these tax reliefs are available
for EIS shares, therefore it is crucial
you speak with the financial planning
team to discuss the associated risks
and where investing in a private
company appropriate due diligence
is undertaken (please speak with
our corporate finance team in this
respect).
Helen Cross
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EIS as an
investment
strategy

•

An EIS Managed Portfolio is a discretionary portfolio
which is invested wholly or mainly in EIS shares within
an individual arrangement which is generally tailored to
each individual investor’s requirements. The manager
considers the suitability of the shares selected for the
investor.

When selecting which approach is most appropriate, as well
as the size of the intended investment, investors and their
advisers should consider whether a single investment or
spread of companies is most appropriate for them. Whether
the investor has a sector or sectors which are of particular
interest to them and whether they would like to have a
passive or active (i.e. deploy their skills as a business angel)
approach.
Often, those seeking to mitigate inheritance tax are likely
to be comfortable investing in a pooled fund without any
specific wish to be active in the business(es) in which they
are investing. Commonly managers focus their fund on
specific sectors, often in sectors from which they believe
will produce relatively strong and predictable cash flows
through contractual arrangements for funding to be received
from reasonably reliable sources at some time in the future.
Examples include the production and sale of films and TV
programmes.

Enterprise Investment Scheme investments are suitable for
those who wish to diversify their investment portfolios in a
tax efficient way. As detailed elsewhere in this newsletter,
qualifying investments can benefit from up to 30% income
tax relief on the investment amount, capital gains deferral
and provide potential to realise any growth in the value of the
investment free from capital gains tax.
In addition to the income and capital gains tax advantages,
EIS investments can provide relief from inheritance tax
once held for 2 years, providing they continue to be held
on death. This is a useful means of planning to legitimately
mitigate against inheritance tax for those who wish to retain
ownership of and access to their assets during their lifetime
or already maximise IHT exempt gifts. It is also valuable to
investors who do not think that an inheritance tax mitigation
plan with a 7 year timeframe is appropriate for them due
to age or ill health or indeed have carried out IHT planning
through trusts and wish to diversify their investment portfolios
and tax planning arrangements.
There are three different ways in which an investor can invest
in EIS qualifying holdings, they are:

•
•
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Individual (single company) EIS shares, where by the
investor purchase eligible shares in a single qualifying
company.
EIS Investment Funds which allow money pooled from
a number of investors to be subscribed for EIS shares
in a range of companies selected and managed by
a fund manager. Many of these arrangements are
structured as discretionary portfolios with all investors
having the same portfolio of shares.

There were a total of 65 open EIS offers at the end of 2017,
the terms of each is set by the investment manager. The
average minimum subscription is in the region of £20,000,
however minimum subscriptions do vary. Although EIS
investment portfolios have significant tax advantages, they
are not low cost. Initial charges of an EIS investment fund are
typically in the region of 5% of the value invested and annual
management charges of 1.5 to 2.5%. Charges for a bespoke
managed portfolio are higher and there may also be additional
performance-related fees.
In exchange for the clear tax advantages, EIS investors
accept a high degree of investment risk and potential
illiquidity. Historically some EIS managers have put together
lower-risk arrangements, often focused around capital
preservation. However, over recent years, the government
has worked to ensure that EIS investment remains targeted
at “genuine risk capital investments”. With this in mind, the
Finance Bill of 2018 introduces a new risk to capital condition
which must be met for investments to be eligible for the tax
reliefs. These conditions include that fact that the company in
which the investment is made must have objectives to grow
and develop in the long term and the investment must carry
a significant risk that investor will lose more capital than they
gain as a return (including any tax relief).
In conclusion, EIS has been a highly successful component
of the UK venture capital market since launch in 1994. The
recent budget highlights the government’s commitment to
ensure that EIS investment continue to support fledgling UK
businesses who are seeking to grow
quickly. In exchange for the potential
risk taken by the investor, there are
significant tax advantages. If you
would like to find out more regarding
EIS investment opportunities, please
do not hesitate to get in contact with
a member of the Albert Goodman
Chartered Financial Planning team.

Louise Osborne
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SEIS investor
perspective

Seed EIS was introduced by George Osborne in the 2011
Autumn Statement, and provides some enhanced tax reliefs
compared to those available to EIS investments.
The investor can receive 50% income tax relief on the
investment in SEIS, with the ability to carry back the relief to
the previous year. However, as this is aimed at smaller new
companies, the investment limits are lower, with a maximum
investment of £100,000 in a tax year.
The capital gains tax relief for SEIS also differs from EIS; with
a conditional 50% exemption on the lower of the capital gain
and the amount invested.
As with EIS shares, gains on SEIS shares themselves are
exempt from capital gains tax once they have been held for
three years, with relief being available for any losses that are
realised.

Example
Beverley sells a residential property generating £40,000
capital gain, she invests £20,000 into Cold Snap Ltd, and the
shares qualify for SEIS relief.
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Summary of reliefs:

•
•
•
•

£10,000 of income tax relief can be claimed either in
the current and/or the previous tax year;
£10,000 of the £40,000 gain is conditionally exempt
from capital gains tax, equating up to £2,800 in
tax relief if the associated income tax relief is not
withdrawn;
The sale of the Cold Snap shares following the
termination date will themselves be exempt from capital
gains tax;
If the company folds and no funds are received back
by Beverly, she may be able
to convert the £10,000 eligible
capital loss into an income tax
loss attracting up to £4,500.

As you can see from the above, even
in the scenario where no element
of the £20,000 invested is returned,
Beverly may be able to reclaim up to
£17,300 in tax relief.

Helen Cross
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Profiling AG tax staff
To introduce you to
our eclectic mix of tax
team members, we will
interrogate members
of the AG team each
month.

This month it is the turn of Helen Cross, a tax manager
working out of our Taunton office.
1. How did you get into advising on tax matters Helen?
I started my career with a small accountancy firm, and enjoyed
the tax side of things. I took on the responsibility of the tax return
process when self- assessment was brought in, and everything
became computerised! I then took my tax exams, qualifying as a
CTA in 2003, moving to the tax department at Albert Goodman
soon after this, where my day is varied and always interesting.
2. Is there a particular area of tax you enjoy advising on?
I enjoy advising on capital gains tax, especially land and property
transactions where there can be complex calculations, and it is
essential to look into the different uses of the property, to establish
what reliefs are available. More recently I have become heavily
involved in producing reports for divorcing couples and in particular
the property aspects, which brings its own unique complexities.
3. What was the name of the first record you purchased?
I think it was Now That’s What I Call Music. Yes the very first one,
which had no number following!!
4. If there was one thing you would advise individuals to do in
respect of their tax affairs, what would it be?
Contact your adviser when you are considering a transaction, as far
in advance of the proposed event as possible, to see if there is any
planning that can be put in place to minimise your tax liability. As it
can be too late once the proposal has been agreed.
5. So true Helen. What’s your favourite area for putting on your
walking boots and taking in the scenery?
We have some fantastic scenery in East Devon where I live, and I
love walking along sections of the coast path. I will be seeing more
of the local scenery in the coming months, as I get ready to take
on the Jurassic Coast Challenge with Tara Hayes in July, as we are
raising money for Cancer Research UK.
For any one interested in supporting Helen and Tara, here is their
fundraising page https://www.justgiving.com/fundraising/tarahelen
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Next up is Kelly Di Notaro, a business tax adviser also working
out of our Taunton office.
1. Kelly you are both ACA and CTA qualified, how has each qualification
helped you become the talented tax adviser you are today?
Both qualifications have given me the technical knowledge to understand
the accounting entries and systems used by businesses, as well as
understanding the tax consequences. Although the qualifications provide
an excellent foundation, it really is the day to day practical application that
helps you develop into an adviser and I have been lucky enough to work
with a fantastic team over the last 10 years that has given me exposure to
a lot of businesses.
2. Last year you moved into your new home, which then required the
‘borrowing’ of llamas! Are they now permanent residents and are
you all settled into your new home?
Yes, thankfully we are all settled and are really enjoying the countryside.
The moving process, as always, took months to complete and as a result
we had a lot of excess grass that needed eating. The llamas were a really
great help with this and I was pleasantly surprised with how intelligent and
inquisitive they are, as well as friendly. They were the talk of the village and
luckily, we didn’t encounter too many spitting episodes! We are very much
hoping to have them back again for the spring, after their winter stay away.
3. I’ve heard you’re bit of an expert in the field of fixtures and
commercial property. There have been a few changes in recent
years, can you tell us a little about what commercial property
owners should do when buying or selling and why it is so important?
Purchasing property in general is never straight forward and is often costly.
Generally a business will get no tax relief on the initial purchase of land
and buildings until they are sold. However, that is not always the case and
advice should be sought when a business is buying or selling commercial
property as there can be valuable tax relief available on certain elements
(‘fixtures’) within a building.
4. Kelly I understand you have some Italian heritage, can you
recommend a dish to anyone thinking of visiting Sorrento?!
Sorrento is lovely, I have been there before. I like the classic simple dishes
such as a pizza funghi or spaghetti nepolitana. My key recommendation
would be to venture away from the tourist areas and to find a back street
café where the locals eat if you want to guarantee some fabulous Italian
cooking, “like Nonna used to make”.
5. R&D tax relief can be highly beneficial for reducing a company’s
corporation tax liability. Can you provide an example of a business
activity which at first glance would not be an obvious candidate for
this relief?
R&D relief is really one of the more generous schemes and you’re quite
right, many businesses may not realise they are carrying on R&D work as it
is not just people wearing white coats in laboratories that qualify. A bakery
for example could be carrying on R&D work where they are developing
recipes for different markets using food substitutes but looking to retain
properties linked with taste, storage and heating. R&D really does cover a
wide range of activities so I urge businesses to get in touch if they want to
discuss this further.
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Company perspective:
The process

The first fairly obvious thing to state; if the external investor
does not understand where the company is generating
its value, how can he or she determine where the future
opportunities lie? It is worth revisiting Neil Hutchings’ article
from our January newsletter, where he outlined how to
maximise your company’s appeal to purchasers. Whether
selling a 5% or 95% stake, Neil’s pointers are critical to
finding that all important investor.
Leaving that to one side, in reality what does the S/EIS
process look like?
The key to a successful S/EIS application is effective
collaboration. The company directors, their tax and legal
advisers alongside the investor and his or her advisers, all
working towards one goal.

Step 1
a) Can both the company and the investor qualify for S/
EIS?
If not the S/EIS discussions end here but not necessarily the
investor discussions!

Step 2
a) Establish the investment proposed, the length of their
investment and for what stake in your business (see
Piers Millar’s article for more investor insight).
b) Does the investor want to undertake due diligence,
if so what level of information do they require and
what legal protection is necessary to undertake this
process e.g. confidentiality agreement.
c) Agree upon what policies the existing shareholders
and investor require within the company (see Steve
Workman’s article).
d) Consider any third party discussions regarding the
new shareholder e.g. sector based notifications or
your bank relationship manager.
Once all parties are agreed on the basics, move onto step 3.

Step 3
a) Legals – update and agree upon new company
documentation (see Angus Bauer’s article).

b) Together determine the terms of the share issue to
ensure that they satisfy the conditions for S/EIS.
c) Apply for S/EIS advance assurance from HMRC
(advised but not obliged).
Once advance assurance is agreed or all parties are happy
that the conditions are met, move onto step 4.

Step 4
a) The investment is made and the shares certificates
issued, statutory registers are updated, shareholder
agreements signed and associated policies put in
place.
b) The company’s tax adviser submits the S/EIS1
application to HMRC.
c) Once the S/EIS2 certificate along with the investor’s
S/EIS3 certificate is received from HMRC, complete
the necessary entries, directors sign and supply the
all important completed S/EIS3 certificate to the
investor.

Step 5
a) The investor makes his or her S/EIS claim for income
tax relief and/or CGT deferral (see Helen Cross’
article).
b) Review the company and investor activities until the
termination date has passed, to ensure the investor’s
tax relief remains intact (see “EIS relief obtained, but
secured?” article).
Once the termination date has passed, the company and
investor are then free of their S/EIS obligations. Hopefully
with three years now passed and with the injection of
capital, the company is now well on its way to exceeding
its business plan expectations and
forecasts – simple!
Joking aside, hopefully this article
provides a little appreciation for the
level of professional advice necessary
and the commitment required from all
parties to successfully introduce an
external S/EIS investor.
Elaine Grose
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Investor insight

‘Marry in haste, repent at leisure’ goes the proverb and
while the typical investment relationship is unlikely to reach
its golden, or even silver, anniversary it could well outlive
the average Hollywood film star marriage so it is definitely
wise to choose an investment partner carefully!
Investors typically fall into three main categories; angels,
private investors and institutional investors, with each
group offering a very different proposition to the owner.
Angels traditionally might provide £500k or so of
investment, but are usually investing as part of a group
of investors where the decision-making process might
be informal and the final decision be based as much on
passion for the underlying project as the hard facts. As
a result, this can be attractive to early stage businesses
which are still proving their business model and revenues.
More recently, crowdfunding has aggregated many of
these investors and will often have a fixed due diligence
process but, generally, will not offer any support for the
business following the investment.
At the other end of the spectrum, you have institutional
funds looking to invest their own or third party money. As
such, they will typically offer larger investment amounts
but have a clearly established set of criteria for the type of
the business they are looking for and a need to follow a
rigid due diligence process before making that investment.
Post investment, their approach can be equally varied
with some firms remaining fairly hands off, while others
may offer up operating partners who have been business
leaders in similar sectors.
Between the angel investors and the institutions, you can
find private investors. They typically invest into businesses
alone or in very small groups where they can have a close
relationship with the management and business, going
forwards. Private investors may come from working in
industry or finance so offer a wide range of skills alongside
their investment (and no two investors will offer the same
skills). As such, their decision-making process is typically
less structured, both in term of how they invest and how
long for, than an institutional investor but more detailed
than a group of Angel investors, reflecting the greater time,
effort and resources they are likely to be committing to the
business.
There are few groups of private investors but one such
local group is the 247 Club based in Sherborne, where
potential investors are able to invest together, sharing
their experiences as non-exec directors and running
businesses. Private investors will have many different
criteria for judging businesses but all usually look for
established businesses which are cash generative.
Without the need to return money to third party investors
after an agreed time (as with an institutional fund), they
may also be able to invest for much longer periods,
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whether 5 or 15 years, while working alongside the
management team to help grow the business.
So, no investors are ever likely to be the same and it is
crucial, as an owner, to meet plenty of potential investors
to understand the different options available to you. The
more time you have to get to know different investors the
clearer the best option will be. It is an exciting time and,
before meeting any investors, try to have answers to these
questions:

•
•
•
•
•
•
•
•
•
•
•
•
•

How much new money do I want?
What do I want the money for – a new factory or an
acquisition?
Do I want all the money now or over a period of
time?
Does the investor have follow on capital to support
the business in future, if needed?
Why should an investor invest in my business?
How does the business make money and what
makes this sustainable?
What is my plan for the business over the next 5
years? How will it grow?
How long do I want an investor for and what is my
preferred route to exit them (or me)?
What is the business valuation and why would that
be attractive to an investor?
Where do I fit into my 5 year plan, or will succession
be an important topic to resolve?
What support do I want from an investor beyond
the money?
How much control, whether financial or operational,
am I prepared to concede to the investor to achieve
that?
Is there a tax efficient structure, such as EIS, for the
investor to invest into (but this is most relevant for
angel investors)?
And, most importantly, do I think I can work with
this person and how much contact do I want with
him/her? How much time can they devote to my
business and will they understand local issues?

In summary, therefore, do I think
I will be supported, challenged
and even enjoy working with this
investor?
Good luck!
Piers Millar is a private investor who
lives in Somerset. Contact with the
247 investor group can be made
through your AG adviser.

Piers Millar
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Company perspective:
What if?
Your business is something that you have doubtless
worked hard to establish but your empire could be put at
a massive risk.
One of the most damaging events a business can fall victim
to is the death of a major stakeholder. Should a business
owner die unexpectedly the event can have a serious impact
on their enterprise, not to mention the shareholder’s family.
When it comes to distributing shares, family members and
other beneficiaries may prefer to cash them in. Meanwhile
other shareholders may wish to purchase the shares but
not have adequate funds at their disposal. This is where
shareholder protection insurance comes in extremely useful.
In my experience, the majority of businesses that I meet
either have no such cover in place or have inadequate cover.
The introduction of an external investor makes this topic even
more pertinent.

What is shareholder protection
insurance?
Shareholder protection insurance is designed to ensure
that the aftermath of a shareholder’s death is a smooth and
stress free as possible. It involves writing up a series of legal
agreements that set out how shares are to be managed if
a stakeholder passes away. Either the fellow shareholders
or the company as a whole takes out insurance policies
on the lives of each shareholder. Should a shareholder die,
policy pay-outs can be used to purchase the shares of the
deceased holder.

The benefits of shareholder protection
insurance
A safe and stable business plan
By taking out shareholder protection insurance, shareholders
enjoy the total peace of mind that should a fellow investor
pass away, surviving shareholders will not have to worry
about finding the money to purchase assets. Instead,
they will receive pay-out funds that allow them to buy up
the deceased’s shares quickly and efficiently. This means
business can return to normal as quickly as possible.

Support for family members
Shares or cash? Most beneficiaries would rather receive
money as this is far more useful to them. Cash payments can
also help to relieve the stress that families face when losing
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a key breadwinner. When taking out shareholder protection
insurance, company stakeholders can rest easy that their
families will receive financial compensation in the case of their
death. The policies guarantee a fair buy-out price, as well as a
quick, easy and stress free process.

Illness and disability
As well as supporting fellow shareholders and family members
in the case of death, shareholder protection insurance can
also be used to cover serious illnesses. Given that the right
agreements and policies have been put in place, a sick
shareholder is able to sell shares to continuing shareholders.
Should a shareholder fall ill, the knowledge that they have
shareholder protection insurance will be a big weight off their
minds.

The three main types of shareholder
protection insurance
In the UK, shareholder protection insurance agreements
can be written in three different forms. The types of policies
that shareholders and companies take out will depend on
the nature of their operations, as well as their individual
preferences.

‘Life of another’ policy – this method is generally
adopted when a business is run by just two shareholders,
with both parties applying for a policy on the life of their fellow
shareholder.
Company share purchase – under this method of
shareholder protection insurance the company itself (as
opposed to the surviving shareholders) purchases shares back
from a deceased shareholder.
‘Own life’ policy held under business trust – this

method sees each individual shareholder take out their own
policy held under a business trust.
Shareholder protection insurance is
a must have policy for any company.
As well as ensuring the stability and
longevity of the business, policies also
offer the peace of mind that fellow
stakeholders and family members will
be looked after if the worst happens.
Albert Goodman Chartered Financial
Planners can help and advise you in
this important area of your business.

Steve Workman
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Introducing external
investors – a legal
perspective
As explained by the Albert Goodman contributors, the
availability of SEIS and EIS relief provides real financial
benefits to investors and helps to de-risk investments in
qualifying companies. However, obtaining approval from
HM Revenue & Customs (“HMRC”) and issuing SEIS and/
or EIS certificates is only the beginning of the story. Not only
do the directors need to ensure that the company is run in
accordance with company law, but they must also take great
care that any undertakings do not impact the status of the
shares (see Elaine Grose’s later article).

Key considerations
If you are running your own company, it is likely that you have
not formalised certain aspects of your business. The following
areas of consideration should be reviewed before introducing
third party investors.

•
•
•
•

The articles of association and shareholders’ agreement,
this area being key to ensuring the actual share issue
qualifies under the S/EIS regime;
Director service contracts, including consideration of
employer pension contributions;
Internal company policies and procedures;
Where transactions are undertaken with existing
shareholders and/or their other companies, agreements
should be formalised.

Ongoing legal requirements
If the company issues shares to shareholders who have a
minority interest in the company, the directors and founder
shareholders will constantly need to consider minority
shareholder rights.
Minority shareholders’ rights vary depending on the percentage
of shares/voting rights they hold in the company, and have
been summarised below.
Shareholders who own at least:

•
•
•
•
•
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5% of the issued share capital in a company have the
right to call a general meeting and require the circulation
of a written resolution to shareholders in private
companies.
10% of the issued share capital in a company have the
right to call for a poll vote on a resolution.
10% of the issued share capital in a company have the
right to prevent a meeting being held on short notice.
15% of the issued share capital in a company have a
right to apply to the court to cancel a variation of class
rights, provided such shareholders did not consent to, or
vote in favour of, the variation.
25% of the issued share capital in a company have a
right to prevent the passing of a special resolution.

Private companies do not need to hold an AGM, although they
can choose to do so. The AGM typically deals with matters
such as:

•
•
•
•
•
•
•
•
•
•

approving the company’s report and accounts;
approving the directors’ remuneration report and
remuneration policy (if applicable);
approving the company’s final dividend;
appointing or re-appointing the company’s auditors;
electing or re-electing the company’s directors;
approving amendments to the company’s articles of
association;
granting authority for the directors to allot new shares;
disapplying pre-emption rights;
buying back the company’s own shares; and
approving the making of political donations.

You should also note that every shareholder of a company has
the right to inspect the following documents:

•
•
•
•

the company’s register of members and register of
debenture holders register of directors, register of
secretaries and register of charges;
the service contracts of the company’s directors;
the records of resolutions and meetings of members of
the company; and
any contract for the purchase by the company of its own
shares entered into in the previous ten years.

In addition, every shareholder has the right to be provided with
a copy of the following documents on request:

•
•
•
•
•
•
•
•
•

the company’s current articles of association;
any resolution or agreement affecting the company’s
constitution that is for the time being in force;
any court order sanctioning a compromise or
arrangement or facilitating reconstruction or
amalgamation of the company;
any court order that alters the company’s constitution
as a result of a petition brought by a shareholder on the
ground of unfair prejudice;
the company’s current certificate of incorporation, and
any past certificates of incorporation;
a current statement of the capital of the company;
the company’s last annual accounts, any strategic
report, directors’ report, and auditor’s;
report and statement (these must be provided within
seven days of receipt of the request); and
any resolution of members passed otherwise than at a
general meeting, and minutes
of the proceedings of any
general meeting.

Whilst the financial injection and
potentially specialised knowledge
of the investor will be welcome, the
clear message from this article is your
company will no longer be your own
to do with as you want and advice
should be sought to protect you and
your business.

Angus Bauer
Corporate Partner
Ashfords LLP
a.bauer@ashfords.co.uk
01392 333 922

www.albertgoodman.co.uk

EIS or SEIS:
What is the difference?
The Seed Enterprise Investment Scheme (SEIS) and its big
brother the Enterprise Investment Scheme (EIS) have quite
a few similarities but it is also important to understand the
differences and how they work with each other.
If you are looking to raise money for your company from
outside investors, you may be able to make the deal more
attractive by offering the benefit of EIS or SEIS relief. As an
investor, it is worth getting to know these two reliefs in some
detail.
HMRC describe EIS as being designed so that your company
can raise money to help grow your business whereas SEIS is
targeted at the smaller company when it’s starting to trade.
SEIS relief is more generous than EIS to reflect the additional
risks that these investments carry.
In both cases the trade must be in the UK, there are
restrictions on the types of trades that qualify, and the
company cannot be in financial difficulties or receiving state
aid. As well as directly using the money in its trade, it is
possible for a company to raise money to use in preparing
to trade and for qualifying R&D (which can also take place
before the trade is actually commenced).
Investors cannot have had a previous connection with
the trade or the company and cannot be or become an
employee, although there is some scope for directors (SEIS)
or to come in as a ‘business angel’ (EIS).

Summary of the differences

Companies raising money under both
schemes
A company that has raised EIS money is not able to issue
any SEIS shares. Conversely, a company that has issued
SEIS shares can go on to issue EIS shares, provided the two
share issues are not on the same day and care is taken to
ensure that certain further conditions are met as regards the
issue of the shares and the employment of the money raised.

SEIS

Investor

EIS

SEIS

Maximum age of the
7 years
trade when the first round
of EIS/SEIS funding is
raised

2 years

Income tax relief

30%

50%

CGT on the investment
itself

Exempt

Exempt

Maximum gross assets
before the shares are
issued

£15,000,000

£200,000

‘Roll over’ of other
gains

Straight deferral

Conditional
exemption on
50%

Maximum gross assets
after the shares are
issued

£16,000,000

n/a

IHT treatment

Exempt as ‘business Exempt as
property’
‘business
property’

Maximum number of
employees (FTE)

250

25

Maximum investment
pa

£1,000,000

£100,000

Annual limit on amount
that can be raised

£5,000,000

£150,000

Maximum permitted
shareholding

30%

30%

Lifetime limit on amount
that can be raised

£12,000,000

Company

Time limit for the
company to spend the
money raised
Earliest that an
application can be made
to HMRC

EIS

These two reliefs can be very useful
to companies looking to raise money
from investors, and equally for
2 years
3 years
individuals looking to make these
investments. This article covers
the key distinctions between the
After the company After 70% of the regimes, but this is a notoriously
has been trading
money raised has tricky area of the tax code that really
for 4 months
been employed
does need bespoke advice.
£150,000

in the trade

Nick Scull
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Company perspective: EIS investor
Does my company
perspective: relief
qualify?
obtained, but secured?
As one might expect, when the government is providing
valuable tax relief, there are inevitability a number of strings
attached.
I won’t run through the numerous conditions to be met by the
company but the age, size and trading activities are the key
areas where a company may fall short.

Age
If seven years have passed (ten for knowledge-intensive
companies) since the first commercial sale, the company must
have already issued shares which qualify under a number of
regimes including S/EIS.

Size
The company’s gross assets must not exceed £15m before
the share issue and £16m following the share issue. It must
also not have more than 250 full-time equivalent staff or 500 if
knowledge-intensive.

Trading activities
The following activities if undertaken to a substantial extent will
result in the company not qualifying for EIS.

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

dealing in land, commodities, futures, shares, securities
or other financial instruments;
dealing in goods otherwise than in the course of an
ordinary trade of wholesale or retail distribution;
banking, insurance, money-lending, debt-factoring,
hire-purchase financing or other financial activities;
leasing;
receiving royalties or licence fees;
providing legal or accountancy services;
property development;
farming or market gardening;
holding, managing or occupying woodlands, any other
forestry activities or timber production;
shipbuilding;
producing coal or steel;
operating or managing hotels or comparable
establishments;
operating or managing nursing homes or residential
care;
generating or exporting electricity or making electricity
generating capacity available;
generating heat, or any form of energy;
producing gas or fuel;
provision of services by
one company to another
which undertakes one of the
above activities and which is
controlled by the same person.

There are some exceptions to the
above, as always the devil is in
the detail. SEIS has its own set of
conditions, however the trading
activities condition are comparable.
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Tracey Watts

Qualifying for the conditions and obtaining the income tax
relief is unfortunately not the end of it! Included on your EIS3
certificate you will find the termination date, confirming the end
of the three year period where the income tax relief obtained
and capital gains tax exempt status could be lost.
There are a number of disqualifying events which could be
triggered by either the company or the investor. This is not a
complete list but here are some of the common events which
could result in a withdrawal of the shares qualifying status.

The Investor

•
•
•
•
•
•
•
•
•
•
•
•

Disposes of the shares, other than to a spouse or civil
partner.
Becomes connected (30% test) with the company.
Is appointed a director or employee of the company.
There is an exception for ‘business angel’ investors who
have not been involved with the business at the time of
the share issue, but are subsequently appointed as a
paid director, providing the remuneration is reasonable.
Receives value from the company or a person
connected with the company, this could include but not
limited to:
release or waiver of a loan made to the investor;
the company undertakes to discharge the investor’s
liabilities to a third party;
provision of a benefit ;
repayment/redemption of the investor’s EIS/non-EIS
share capital;
payments made to the investor for giving up rights over
shares;
excessive dividends;
buying a company asset at under market value;
selling an asset to the company for more than market
value.

The Company

•
•
•

Purchases some of its share capital from a non-EIS
member;
Acquires a 50%+ interest in a company which carries
on a trade which is excluded under the EIS provisions;
Purchases either the share capital of another company
or the trade and assets of another business with which
the investor is connected.
Does not employ the EIS money raised in the trade
within 2 years.
Uses the EIS money to acquire a trade previously
carried on by another person or the assets used in such
a trade;
Starts to carry on excluded activities to such an extent
that it represents more than 20% of the company’s
business activities.
HMRC must be informed within 60
days following a disqualifying event.

•
•
•

Whilst this article has focused upon
EIS, SEIS has a similar list. What is
clear, when considering whether to
introduce external investors through
venture capital schemes, the share
issue is not the end of your duties as
Elaine Grose
directors.
www.albertgoodman.co.uk

Advisory fuel rates for
company cars
New company car advisory fuel rates have been published
which take effect from 1 March 2018. The guidance states:
‘You can use the previous rates for up to one month from the
date the new rates apply’. The rates only apply to employees
using a company car.
The advisory fuel rates for journeys undertaken on or after 1
March 2018 are:
ENGINE SIZE

PETROL

1400cc or less

11p

1401cc – 2000cc

14p

Over 2000cc

21p

ENGINE SIZE

LPG

1400cc or less

7p

1401cc – 2000cc

9p

Over 2000cc

14p

ENGINE SIZE

DIESEL

1600cc or less

9p

1601cc – 2000cc

11p

If you would like to discuss your car
policy, please contact us.

Over 2000cc

13p

Internet link: GOV.UK AFR

HMRC guidance states that the rates only apply when you
either:

•
•

reimburse employees for business travel in their
company cars or
require employees to repay the
cost of fuel used for private
travel.

You must not use these rates in any
other circumstances.

Andy Branson

Pensions Auto Enrolment
reaches a million employers
The Pensions Regulator has announced that the number
of employers meeting their workplace pension duties
has reached one million and that statistics show that
approximately 9.3 million people are saving into a pension.
TPR’s Director of Automatic Enrolment, Darren Ryder, said:
‘I am delighted we have reached this important landmark,
which shows how far we have come since the start of
automatic enrolment.
By successfully meeting their responsibilities, employers have
helped reverse the downward trend in workplace saving so
that putting earnings into a pension has now become the
norm.
The continued support of the pensions industry, including
pension and payroll providers and business advisers has
been crucial to the success of automatic enrolment. The
industry has helped us ensure employers have the tools,
information and services they need to comply with the law.
We are now focused on the challenges ahead so that
employers continue to understand what they need to do so
that staff receive the pensions they are entitled to.’
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Minimum pension contributions are set to increase from 6
April 2018 and again in 2019.
Period

Duration

1

Employer’s
1%
staging date
to 5 April 2018

2%

2

6 April 2018
2%
to 5 April 2019

5%

3%

8%

6 April 2019
onwards

Employer
minimum

Total minimum
contribution

Contact us if you would like help with
auto enrolment.

Internet links: TPR press
release TPR report TPR
contributions increase

Andrew Hopper
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Minimum Wage
increases
The National Minimum Wage (NMW) and National Living
Wage (NLW) are the legal minimum wage rates that must be
paid to employees. Employers are liable to be penalised for
not complying with the NMW and NLW rules.
There are different levels of NMW and NLW, depending
on age and whether the employee is an apprentice. The
rates are due to increase from 1 April 2018 as shown in the
following table:
Rate from
Rate from
1 April 2017 1 April 2018
NLW for workers aged 25
and over

Tribunal rules
BBC journalist is
caught by ‘IR35’
legislation
A First Tier Tribunal has ruled that Christa Ackroyd who
presented BBC news programme Look North and was paid
via a personal service company was caught by the IR35 rules
resulting in additional tax and national insurance contributions
being payable.
The IR35 rules in broad terms mean that those working via
a personal service company have to consider whether, if the
services were provided by the individual contractor directly to
the client, there would be a contract of employment.

£7.50

£7.83

NMW main rate for workers £7.05
aged 21-24

£7.38

NMW 18-20 rate

£5.60

£5.90

NMW 16-17 rate for
workers above school
leaving age but under 18

£4.05

£4.20

The tribunal looked at lots of factors pertinent to Ms
Ackroyd’s engagement and considered it significant that the
BBC could control what work she did. She was engaged for
seven years on effectively a full time basis.

NMW apprentice rate *

£3.50

£3.70

Subject to any appeal and determination of final figures, the
tax and NIC that Ms Ackroyd will be liable for amounts to
around £420,000 before offset of corporation tax.

*for apprentices under 19 or 19 or
over and in the first year of their
apprenticeship

The IR35 rules were amended for Public Bodies (including
the BBC) from April 2017 and the government has
announced that it may make changes to the rules for the
private sector as well in the future.

There are no exemptions from paying
the NMW on the grounds of the size
of the business.
If you would like help with payroll
matters please get in touch.

Internet link: ACAS article
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Internet link: ICAEW News

Michael Evans
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