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A TAXBREAK FOR
CHARITIES AND SOCIAL

WHAT IS SOCIAL INVESTMENT TAX RELIEF?

nat Is it?

ny do we need It?

nat can you use It for?

N0 can use It?

nere do | get the money from?
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- Whatis it?

“.

It's a way in which social enterprises can raise funds by way of
investment, and offer their investors tax relief

Designed to help fill the “funding gap” for social enterprises

Works like this:

Individual invests money into a social enterprise by way or shares
or debt

Individual claims tax relief on the amount invested
The social enterprise applies the funds in a trading activity

After three years (or longer) the investment is sold or repaid
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& What do VCSE organisations
really, really want??

ol gl gl AR RS g A B Over half (51%) of social enterprises are

seeking finance under £100,000, and over two-thirds (68%) below £250,000.

Cheaper Patient Riskier

B)\[0 3953155103158 Cash flow is one of the top three barriers for social
enterprises of all types, and demand for working capital remains high (42%),
indicating a continuing pressure on margins and business models.
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~ \Who Can Use it?

Charities — can be a trust or a company

Community Interest Companies — by share or guarantee
Community Benefit Societies — not be a social landlord
Accredited Social Impact Contractor

a special purpose venhicle that will issue social impact bonds to raise
finance for a particular project

Has less than 250 employees AND Less than £15m assets
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How much can you raise?
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Two Tier System

Eligible organisations more than 7 years old
« £290K in any rolling three year period.

« Any “de minimis” State Aid received by the social enterprise during the
previous three years (including any previous SITR funding) will count
towards that £290K limit

Eligible organisations less than 7 years old
« £1.5m under SITR over its lifetime

« Any “risk finance state aid” previously received by the social enterprise
will count towards that £1.5m limit.

P BIG

=, SOCIETY
<0 - CAPITAL



V-

w»

Essential Guide to SITR
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In order to be efigible for SITR, investments rmust
satisfy certain criteria:

RESOURCES SINFORMATION

Charities and social enterprises already using SITR:

FC United of Manchester

People nvested because they wanted to
be part of something that wil nfiuence and
change ves in North Manchester

Andy Walsh, Gl Marader ¥

FareShare South West
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Other S od tax reflof araacy

rukaf trvouch EIS or VCT) on the same nwstmant
Social Investment Tax Relief (5ITR) Existing ,7 ROEY CPTamory
is a new tax break designed to 7 datit ot issad o oty off quisting lane | owquickly and support
encourage individuals to investin ;;;—;;;—;—.—4—*—'-%- —

n

Tnvester t & 20 rihadusl paying tax in the UK AND

In this leaflet you will find: 8 R T o Sy i i :
" www.bigsocietycapital.com/SITR
+ Asimple explanation of SITR and what it can be AND
used for Does RNt
-9 stops to elglbdlity s
servod SITH or E ol AND BIG
+ Key informati on for charithes and soclal = e ETY
enterprises, professional dviser s and nvestors 9 Structurs  Tha nwostor invests athor droctly OR “CAPITAL
BIG https://www.bigsocietycapital.com/sites/default/files/GET%201T%20leaflet%20NEW%20May%202017.pdf
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https://www.bigsocietycapital.com/sites/default/files/GET IT leaflet NEW May 2017.pdf

> Ihe Naughty List!
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MUST BE USED TO SUPPORT A TRADING ACTIVITY
Any can be supported with SITR excepit:

, commodities or futures or in shares, securities or other
financial instruments
« Banking, insurance, money lending debt-factoring, hire-purchase finance
or other financial activities including

* Road freight transport
* Providing services or facilities to another business where that other
business would not qualify for SITR
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f INVESTI NG FOR M PACT
HOW CAN SITR SOCIAL INVESTMENT HELPJF)U,.

Anne Woolhouse
Investment Manager

i
-~
g

.-

re nance
h



¢
resonance | Resonance West

CHALLENGE ACADEMY ©® Midlands STTR Fund
Dudley | £150,000

Activity
Use outdoor facilities to develop crucial
soft skills

Impact
Specialist interventions for disadvantaged
groups

Need
Low ropes and classrooms

PROFIT THROUGH PURPOSE
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resonance. Resonance West

THE JERICHO FOUNDATION @  Midlands SITR Fund
Birmingham | £100,000

Activities
Construction, Reusers,wood
recycling...

Impact
Supporting people to become
fulfilled, skilled and employed

Need
Working capital; refurbishment and
updated sales system

PROFIT THROUGH PURPOSE



. | Resonance Bristol
resoOnance’ . SITR Fund

24/7
Bristol | £150,000

Activity
Online newsletter and monthly
printed magazine, celebrating Bristol

Impact

Offering training and work experience
in journalism for young people from
disadvantaged backgrounds

Need
New software and training

PROFIT THROUGH PURPOSE



Resonance North West

D I S MANTLI N G resonance‘. SITR Fund

POVERTY THROUGH INVESTMENT
IN SOCIAL ENTERPRISE

PROFIT THROUGH PURPOSE



THREE WAYS TO RAISE SITR INVESTMENT

3 ways to raise SITR investment

* Loans
* Social Impact Bonds

SITR FUND

Managed by a social impact
Investor
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* Loans * Loans
e Equity e Equity

* Social Impact Bonds
4
PLATFORM DIRECT / DIY

Supported by a crowdfunding
or peer-to-peer lending
platform

Investors are found directly by
the organisation



What type of capital can SITR raise?

FLEXIBLE
Negotiate terms
acceptable with

your investors

PATIENT

3-year window
before repayments
‘ ’ start on the capital
borrowed

UNSECURED
loan or equity

&% GET
4 SITR

RISK is OFFSET

Cost of finance subsidised
with a tax relief for investors

Find out if your organisation is eligible to use SITR
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INVESTMENT-fAX RELIEF?

> RESPOND

Open consultation

Social Investment Tax Relief: call for % SEE
EVidence “ fZTZ“,I::’!':II‘JJC’

Summary

We are seeking the views of organisations and individuals on how the

Social Investment Tax relief has affected access to finance for social
enterprises.

This consultation closes at
11:59pm on 17 July 2019
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https://www.gov.uk/government/collections/social-investment-tax-relief
https://www.gov.uk/government/collections/social-investment-tax-relief
http://www.bigsocietycapital.com/social-investment-tax-relief
http://www.bigsocietycapital.com/social-investment-tax-relief

