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VCT Tax Benefits
Individual investors are entitled to a range of  
attractive tax benefits when investing in VCTs  
because of UK government incentives to  
help investment in small unquoted companies. 

The Pension Alternative

We believe that the combination of these 
tax benefits are particularly attractive at a 
time when recent legislation has diminished 
the attractions of pension investments  
for high earners, and the higher rate of 
income tax is set to increase. 

From 2010 complex rules introduced in the 
2009 Budget mean that high earners could 
receive as little as 20% income tax relief  
on additional pension contributions, and 

potentially as much as 50% tax on income  
at retirement, after their initial tax-free lump 
sum. This means that VCTs may perhaps  
now become the tax shelter of choice for 
many investors. 

In our worked example, VCTs offer an 
attractive long-term tax shelter for high 
earners compared to pensions. Based on 
certain assumptions (see footnotes), this high 
earner would receive preferential initial tax 
relief and long term income tax treatment,  
as well as no cap on total holdings for  
their VCT investments.

These include the following: 
• Upfront income tax relief of 30% (irrespective of an investor’s marginal rate of income tax) 

• Dividends free of income tax 

• Capital gains on disposal free of capital gains tax 

• �Capital gains on a VCT’s underlying investments free of corporation tax (unlike an ordinary 
investment trust, these gains may be distributed to investors as dividends)

Investor Limitations

Any VCT investor will be subject  
to the following limitations:

• �Maximum of £200,000 per individual  
per tax year to qualify for all VCT tax reliefs

• �Minimum holding period of five years  
to retain income tax relief

• �Relief is limited to the amount of  
income tax which the investor has paid

• �Individual investors must be aged 18 or over

Investment Restrictions

Any funds raised during this Offer will 
be subject to the following restrictions:

• �70% of funds raised must be invested in 
‘qualifying holdings’. This excludes, inter alia, 
property investment companies, dealing in 
commodities, banks, insurance companies, 
hotels and care homes

• �The VCT must invest a minimum of  
70% of its funds in qualifying companies 
within three years of fundraising

• �Maximum of £1 million can be invested  
by a VCT in each company each year

• �No more than 15% of the VCT’s assets  
can be invested in any one company

• �A VCT may only acquire newly issued  
securities in the companies in which it 
invests to create a qualifying portfolio

• �The qualifying companies in which the  
VCT invests must have gross assets of  
less than £7 million before the investment

• �The investee company (or group  
of companies) must have fewer than  
50 full time equivalent employees.

• �For an investment to be treated as a 
qualifying holding of a VCT, the investee 
company (or group of companies) must  
have raised no more than £2 million in  
any tax year from either new (i.e. post  
5 April 2007) VCT or EIS funding.

The example shows the comparative tax treatment  
of an investor, aged 50, earning £200,000 per annum 
wishing to make a gross investment of £200,000 in the 
2009/10 tax year. It assumes that the investor has not 
paid pension contributions from the 2007/08 tax year 
onwards and that the Special Annual Allowance that 
will apply is £20,000. This should not be relied upon  
for any tax advice. Please refer to your tax adviser  
for full information on the tax benefits and risks.

<

1 Reclaimed via self-assessment.
2 �In this example, £40,000 (20% basic rate tax relief) 

re-invested into pension fund and £4,000 net  
reclaimed via self-assessment.

3 �Complex pension rules introduced in April 2009 limit 
higher rate relief for individuals with total income over 

£150,000 p.a., depending on their contribution history.  
From April 2011, individuals with income above £150,000 
p.a. will receive a tapered rate of relief between the higher 
rate (which is due to increase to 50% from April 2010)  
and 20%. The exact nature of the taper is not yet known.

4 Earliest retirement is 55 years from April 2010.

  Gross Investment 	 £200,000	 £200,000

  Effective Net Investment 	 £140,000	 £156,000

  Effective Tax Relief	 £60,000 1 	 £44,000 2 

  Effective % Tax Relief 	 30%	 22% 3 

  Income Tax 	 None on dividends	 25% of fund at retirement can  
		  be taken as tax-free lump sum

	 None on capital	 Balance taxed as earned income

  Capital Gains Tax 	 None on share disposal	 n/a

  Holding Period	 5 Years	 Hold until retirement 4  

  Maximum Annual Investment 	 £200,000 	 Lower of £245,000  
		  or taxable income 

  Maximum Total Investment	 None	 £1,750,000

VCT Pensions	

A Comparative Example of VCTs and Pensions	
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Risk Warning
This Investor Guide is issued in the UK by 
Albion Ventures LLP (“Albion Ventures”).

This communication is an advertisment only and 
does not constitute an offer to sell, or a solicitation 
of an offer to buy, any shares in Albion Development 
VCT PLC (the “Company”). No such offer or 
solicitation will be made except pursuant to the 
Company’s prospectus (the ‘Prospectus’) issued for 
this offer of New Shares on or around 1 October 
2009. Before making a decision to invest in the 
Company, potential investors are advised to read 
the Prospectus and related application forms 
carefully including the risk factors contained in the 
Prospectus, and to consult their legal, accounting, 
business, investment, pension, tax or other adviser. 
The information in this communication is qualified 
in its entirety by reference to the more detailed 
discussion contained in the Prospectus. Any person 
subscribing for shares in the Company must be able 
to bear the risks associated with the Company and 
must meet the Company’s suitability requirements.

The value of investments can fall as well as rise and 
an investor may not get back the original amount 
invested. The performance information set out 
above refers to the past and past performance  
is not a reliable indicator of future results.

The tax treatment depends on the individual 
circumstances of each investor and may be subject 
to change in the future. Albion Ventures does not 
provide advice to, or ensure suitability in respect  
of any of its investment funds. An authorised 
investment adviser should be consulted in all 
circumstances where advice on an investment 
product is required. Although Albion Ventures may 
have an informed opinion on such matters, it cannot 
comment on the individual circumstances of each 
customer. The information relating to tax in this 
document is based on current law and practice and 
should not be construed as tax advice in respect of 
which investors should consult their own tax adviser.

The market value of, and the income derived from 
shares can fluctuate and there is no guarantee that 
the market price of shares will fully reflect their 

underlying net asset value. There can be no 
guarantee that the investment objectives will be 
met. There is no guarantee that target dividends 
will be paid. 

Investment in the Company will involve  
certain risks, including:

• �The Company will invest in unquoted investments 
which are, or may be, illiquid and difficult to realise;

• �The Company will invest in shares of companies 
that may be subject to transfer restrictions;

• �The performance of the Company is dependent 
on the availability of appropriate tax reliefs 
relating to venture capital trust status.

Albion Ventures LLP is acting exclusively for the 
Company and for no-one else in relation to this 
share offering.

Albion Ventures LLP is authorised and regulated  
by the Financial Services Authority. 

October 2009

Details of the Offer

Minimum Investment 
£5,000 per investor

Maximum Investment 
£200,000 per investor 
(in VCTs in total for the current tax year)

Fees and Charges 
Initial Charge: 5.5%

Annual Management Fee 
The annual management fee charged by  
the Manager, Albion Ventures LLP, is 2.25% 
of the net asset value of the Company, 
payable quarterly in arrears.

Other Fees 
The Manager will be entitled to an annual 
management performance incentive in 
respect of the D Shares of 20% of the excess 
of the Total Return over a target minimum 
return of 6.5 pence per annum comprising 
the aggregate of all dividends and the 
change in Net Asset Value, starting at the 
Offer price. The Manager is also entitled  
to receive arrangement and investment 
monitoring fees.

Commission Payable to Introducing IFAs 
Introductory Commission: 3% upfront  
with no trail, or 2.5% plus trail 

Trail Commission: 0.25% for 4 years,  
with last payment on 31 December 2013

Early Investment Offer: Investors 
subscribing by 12 noon on 23 December 
2009 will receive 1 additional D Share for 
every 100 D Shares subscribed for, reducing 
the overall price per D Share to 
approximately 99 pence per Share.

Timeline 
First Close: 12 noon, 23 December 2009
Second Close: 12 noon, 5 April 2010
Third Close: 12 noon, 30 April 2010

Share Buybacks 
The VCTs managed by Albion Ventures  
have a policy of buying back their shares  
in the market for cancellation, known as  
a ‘buy-back policy’. It is the Directors’ 
intention that the discount to Net Asset 
Value at which Shares have recently been 
bought back by the Company is brought 
back to around 10% over the long term.

Dividend Reinvestment Scheme
The Company operates a Dividend 
Reinvestment Scheme in respect of the 
Ordinary Shares, under which Shareholders 
may reinvest their dividends in new Shares, 
which entitles them to further income tax 
relief on the amount of their dividend.  

The Directors intend to introduce a  
Dividend Reinvestment Scheme in respect  
of the D Shares in due course.

Claiming the Tax Relief 
Reclaiming tax relief in respect of an 
investment in Albion Development VCT  
can be done in one of two ways:

1. Either through your self assessment  
tax return;  or 
2. By writing to your tax office and enclosing 
a copy of your VCT tax certificate - the tax 
relief will be applied through a change to 
your PAYE tax code. 

For Further Information

A copy of the Prospectus, Application Form 
and other information can be obtained from:

Albion Ventures, 1 King’s Arms Yard,  
London, EC2R 7AF 
Tel: 0808 1781680* 
Fax: 020 7601 1875 
Email: info@albion-ventures.co.uk 
Web: www.albion-ventures.co.uk

Second
Close

Third
Close

First
CloseLaunch

1 Oct 2009 23 Dec 2009 5 Apr 2010 30 Apr 2010
Early Investment Offer End current tax year New tax year

Timetable:

*�Calls to this number from a UK landline  
are usually free; calls from a mobile may  
be charged. Calls may be recorded.




