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Introduction

This report is to outline venture capital-based tax efficient investments.

The UK’s venture-capital tax-advantaged investment landscape continues to undergo significant
structural change, driven by fiscal drag, frozen allowances, and targeted government incentives designed
to channel capital into early-stage, high-growth businesses. Within this environment, the principal
tax-efficient structures—Seed Enterprise Investment Scheme (SEIS), Enterprise Investment Scheme (EIS),
Venture Capital Trusts (VCTs), and AIM-based Business Relief (BR) portfolios—remain core components
of advanced tax-planning strategies for high-income and high-net-worth investors.

Recent policy developments have materially altered the relative attractiveness of these products. The
reduction of VCT upfront income tax relief from 30% to 20% from 6 April 2026, combined with the
expansion of EIS and VCT qualifying company investment limits, has shifted the balance of tax-efficiency,
liquidity expectations, and portfolio construction considerations. These changes coincide with rising tax
burdens caused by frozen thresholds, reduced dividend and CGT allowances, and record capital gains tax
receipts—factors that have increased demand for structures offering income tax relief, CGT deferral or
exemption, and multi-year tax-planning flexibility.

SEIS and EIS continue to provide some of the most powerful tax incentives available to private investors,
including income tax relief of 50% and 30% respectively, CGT reinvestment reliefs, tax-free growth, loss
relief, and the ability to carry back relief to the previous tax year. VCTs, while historically valued for
tax-free dividends and broad diversification, now require reassessment in light of the forthcoming
reduction in upfront relief and the evolving risk-return profile of underlying portfolios. AIM BR solutions
remain a critical tool for inheritance tax mitigation, offering 100% relief after two years of qualifying
ownership, but they demand rigorous scrutiny of business models, governance standards, and ongoing
qualification risk under HMRC rules.

Given the complexity and heterogeneity of these structures, robust due diligence is essential. Each
scheme carries distinct regulatory requirements, liquidity constraints, investment risks, and suitability
considerations. This report provides a structured, evidence-based assessment of SEIS, EIS, VCT, and AIM
BR solutions through the lenses of tax efficiency, regulatory compliance, investment risk, governance,
liquidity, and investor segmentation. It incorporates the latest HMRC policy updates, industry trends, and
product-level insights to support defensible, compliant, and strategically aligned recommendations.

The objective is to equip decision-makers with a clear, technically grounded understanding of the
opportunities and risks inherent in venture-capital-based tax-efficient investments, enabling informed
portfolio construction and effective tax-planning outcomes.

As ever, a big thank you to all the people that have helped put this report together and the firms that
have been able to contribute to the information. | hope that this report will generate business for those
firms.

Tony Catt

Compliance Consultant
The Catt’s Eye View
07899847338
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