
 
 
Association of Accounting Technician’s response to the HM 
Treasury Call for Evidence on Social Investment Tax Relief  

The Association of Accounting Technicians (AAT) is pleased to have the opportunity 

to respond to this Call for Evidence. 

As this Call for Evidence makes clear, Social Investment Tax Relief (SITR) has been used substantially less 
than was anticipated when it was first introduced in 2014. 
 
Initially, HM Treasury forecast an annual cost of up to £35m a year and yet it cost less than £2m in total for the 
first three years of operation.  
 
There are almost 500,000 social enterprises in the UK (forming just under 10% of the SME community). 
Many of these enterprises will not be eligible for SITR either by having a turnover above £15m, more than 250 
employees or not undertaking a qualifying activity. Likewise, AAT accepts that many qualifying enterprises do 
not need or want investment. However, the size of the market and general need for investment suggests 
something must be wrong with SITR for so few to have applied for it and fewer still to have utilised the relief. 
 
Rather than concluding low take-up means such relief is unnecessary, AAT believes it is worth considering 
possible design flaws, the application process and how Government has communicated its availability.  
 
Application processes 
 
Various organisations and individuals have expressed concern about the time taken for HMRC to respond to 
applications for SITR1. This has consequently been put forward as a reason for low take-up. However, on 26 
October 2018 the Financial Secretary to the Treasury, Mel Stride MP, said that HMRC was responding to 88% 
of applications within 15 working days and 97% of applications within 40 working days2. This would suggest 
that lengthy delays to applications are unlikely to be a significant factor in poor take-up rates.  
 
Design flaws 
 

i) Exclusions 
The list of excluded activities was already lengthy but in five years has grown longer and includes 
areas such as property development, energy, agriculture, road transport and over a dozen other 
sectors, some without any obvious justification and being areas that charities will often be 
concerned with. So many exclusions will inevitably deter many from applying. 

 
ii) Maximum limits 

Increasing the limit from £300,000 to £1.5m may have been welcome in theory but this does not 
appear to have led to a considerable increase in uptake. As HM Treasury’s research has revealed, 
the median sum sought by social enterprises is £80,000 and fewer than 10% seek investment 
between £1m and £5m3. This should rule out any further increases for the foreseeable future but 
may also warrant consideration of a reduction. 
 
Any reduction to the maximum limit should come with an increase in tax relief for investors. There 
is clear precedent here, the Enterprise Investment Scheme (EIS) provides 30% relief up to £1m 
whereas the Seed Enterprise Investment Scheme (SEIS) provides 50% relief up to £100,000. 

                                                      
 
 
 
1 A review of Social Investment Tax Relief (SITR) for charities and social enterprises, 2019: 
https://www.sibgroup.org.uk/sites/default/files/files/What%20A%20Relief%20-%20SITR%20research%20report.pdf 
2 Parliamentary Question, 26 October 2018: 
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-question/Commons/2018-10-
23/182836/ 
3 HM Treasury, Social Investment Tax Relief Call for evidence, 24 April 2019: 
https://www.gov.uk/government/consultations/social-investment-tax-relief-call-for-evidence/social-investment-tax-relief-call-for-
evidence 

https://www.sibgroup.org.uk/sites/default/files/files/What%20A%20Relief%20-%20SITR%20research%20report.pdf
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-question/Commons/2018-10-23/182836/
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-question/Commons/2018-10-23/182836/
https://www.gov.uk/government/consultations/social-investment-tax-relief-call-for-evidence/social-investment-tax-relief-call-for-evidence
https://www.gov.uk/government/consultations/social-investment-tax-relief-call-for-evidence/social-investment-tax-relief-call-for-evidence


Applying 50% tax relief to SITR would make this much more attractive whilst reducing the limit to 
£1m would not adversely impact most applicants and would reduce any concerns HM Treasury 
may have around increasing costs. 
 

iii) Legislative changes 
Frequent legislative changes do not help investor or charity certainty and there have already been 
many during SITRs relatively short existence. 
 

iv) There is too much reliance on mirroring commercial schemes such as EIS rather than 
acknowledging the many inherent differences in social enterprises and reflecting these. For 
example, in 2013 AAT warned, “… the operation of social care Housing and the provision of 
financial services to people experiencing financial exclusion are activities excluded from the 
existing commercial schemes but are precisely the sort of activities that social enterprises are set 
up to deliver.”4 Such warnings do not appear to have been heeded. 
 

 
Awareness of SITR 
 

AAT contends that perhaps the biggest contributory factor to the low up-take of SITR is a widespread lack of 
awareness that this relief exists, let alone how it works in practice or who is eligible. 
 

To help determine the extent of this problem, earlier this month AAT surveyed 100 of its 4,250 licensed 
accountants. Strikingly, not a single respondent was aware of the relief. More encouragingly, all of those who 
responded said it was something that they would consider bringing to the attention of their clients now that they 
knew what it was. 
 

This has prompted AAT to plan wider action to ensure all AAT licensed members are aware of the relief. Over 
the next few months it will feature in its member e-newsletter, the members’ magazine, on AAT Comment 
(available to all through AAT’s website) and on AAT’s licensed members’ Knowledge Hub. 
 

AAT suggests that HM Treasury consider contacting the other major accountancy and tax bodies to encourage 
them to take similar action, as well as business organisations such as the FSB and BCC.  
 

Given the nature of the relief, as well as ensuring professionals advise their clients of its existence, and that 
charities and social enterprises are aware, promoting amongst the financial adviser community is also 
essential, perhaps through their main trade press publications (FT Adviser, Money Marketing & New Model 
Adviser) and representative bodies such as PIMFA. 
 

AAT is not aware of any Government action to promote SITR (the work of Big Society Capital being excluded 
given it is wholly independent of Government).  
 

The above no cost/low cost approach is highly recommended and likely to reap dividends, especially if 
repeated rather than seen as a one-off activity. 
 

 
About AAT 
 

AAT is a professional accountancy body with approximately 50,000 full and fellow members and over 90,000 
student and affiliate members worldwide. Of the full and fellow members, there are more than 4,250 licensed 
accountants who provide accountancy and taxation services to over 400,000 British businesses.  

 

AAT is a registered charity whose objectives are to advance public education and promote the study of the 
practice, theory and techniques of accountancy and the prevention of crime and promotion of the sound 
administration of the law. 

 

 
 
 
 
 
 

                                                      
 
 
 
4 AAT response to SITR consultation, September 2013: 
http://www.aat-interactive.org.uk/cpdmp3/2014/Tax%20and%20VAT/SEI+Tax+Relief+Consultation+Response+Final.pdf 

http://www.aat-interactive.org.uk/cpdmp3/2014/Tax%20and%20VAT/SEI+Tax+Relief+Consultation+Response+Final.pdf


Further information 
 

If you have any queries, require any further information or would like to discuss any of the above points in more 
detail, please contact Phil Hall, AAT Head of Public Affairs & Public Policy: 

 

E-mail: phil.hall@aat.org.uk  Telephone: 07392 310264  Twitter: @PhilHallAAT 
 

Association of Accounting Technicians, 140 Aldersgate Street, London, EC1A 4HY   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
                     
 
 
    
 
 

                                                                                                           
    
 


