How to claim EIS Relief

The important point is that an investor cannot make a claim for EIS relief until he has received a form EIS3 (Enterprise Investment Scheme Certificate and claim to relief). 

The process for obtaining an EIS3 form is that the investor asks the company to issue a certificate in respect of shares that have been issued to the investor. The company will then send a form EIS1 to HMRC. If the Inspector is satisfied that the issuing company has met all the requirements insofar as they could for the time being, he will authorise the company to send a form EIS3 to the investor. The company cannot submit the form EIS1 until the company has been trading for at least four months, but it must be submitted by the later of two years after the end of the year of assessment in which the shares were issued, and two years after the end of the period of four months referred to.

The form EIS3 shows the investors name and address, details of the shares issued and importantly the date when the three year qualifying period for that holding of shares ends.

Note that the receipt of the EIS3 form does not affect the timing of the EIS relief – this is governed by the date when the shares are issued to the investor.

If the investor has not submitted their Self Assessment Tax Return covering the tax year in which the investment was made, the investor should make the claim on the “Additional Information” pages to the Return, including giving details of the investment in the 'Additional information' box. Details of how to do this are included on HMRC's Helpsheet 341 (Enterprise Investment Scheme – Income Tax relief) and also the “Additional information notes”. All the HMRC documents referred to here are available to download from HMRC's own website. The investor is not required to submit the form EIS3, but it should be kept in case HMRC request to see it.
The Tax Return also allows the investor to include details of an EIS investment made in the following tax year – if the investor already has received the form EIS3 for that investment.

If the investor has already submitted their Tax Return for the period, or they wish to elect for their investment to be 'carried back' to the previous tax year for income tax purposes, then the claim form on pages 3 and 4 of the EIS3 for that investment should be completed and those pages sent to the HMRC tax office that deals with the investor's own income tax affairs.

Because of the potential delay in receiving EIS tax relief an investor may choose to make an in-year claim to reduce their payments on account or to adjust their PAYE coding by completing the relevant part of the EIS3. The claim will still need to be made subsequently on the investor's Tax Return when this is received.

If the investor makes a disposal of EIS shares and claims the capital gains tax exemption, the investor should report details of the disposal on the “Capital gains summary” pages of his Tax Return covering the date of disposal. More information is included on HMRC's Helpsheet 297 (Enterprise Investment Scheme and Capital gains tax).

If the investor is claiming EIS deferral relief, the investor should complete pages 3 and 4 of the EIS3 form and attach the form to the “Capital gains summary” page to the Investor's Tax Return for the tax year in which the loss is claimed. In addition details of the claim should be included in the “Any other information” box. Further details are included in HMRC's Helpsheet 297 (Enterprise Investment Scheme and Capital gains tax).

EIS tax reliefs must be claimed not later than the fifth anniversary of the 31 January following the end of the tax year to which it relates.

Finally, if the investor has the misfortune to make a loss on disposing of their shares, a claim for tax  relief (net of the EIS income relief received) can be included on the “Capital gains summary” pages of the investors Tax Return. Boxes on that form are completed according to whether the investor wishes to claim income tax relief and if they wish to carry back the tax relief to the previous tax year. Details of how to do this are included in HMRC's Helpsheet 286 (Negligible value claims and Income Tax losses on disposals of shares you have subscribed for in qualifying trading companies).

A claim for relief has to be made by the first anniversary of the 31 January following the tax year in which the loss is made.
If the investor's investment is in an approved investment fund, the company will issue form EIS3 to the fund manager and the investor will receive form EIS5 (Certificate and claim to relief for investment through an approved fund) from the manager. Otherwise the above applies equally to the EIS5 form as it does to an EIS3.
Claims in respect of SEIS are generally similar to the above. Investors should refer to HMRC's Helpsheet 393 (Seed Enterprise Investment Scheme – Income Tax and Capital Gains Tax reliefs).

Note that the investor has an obligation to inform HMRC within 60 days of becoming aware that the investment no longer qualifies or relief is otherwise no longer valid.
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