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Annex B: Eligibilit y - Assessing impact due to Covid-1 9 

Targeting: Financial impact declaration (based on one month of turnover) 

1 5. You have asked that we consider introducing a financial impact test to ensure the 

scheme is well targeted. Such a test is also being considered as part of the CJRS. To 

VII r/ be eligible for the third grant, self-employed individuals must have been impacted by 

reduced demand or have been unable to trade due to Covid-19. We also ask applicants 

to declare that they reasonably believe any reduced demand or inabil ity to trade during 

the qualifying period wil l result in a significant reduction in their, trading profits, 

compared to what they would otherwise expect to have achieved. 

financial impact declaration (FID) based on turnover for SEISS 4. The most effective 

way of introducing this would be to ask claimants to declare their turnover for the 

month of February 2021 for a grant paid out in March 2021, for example, and compare 

this to their average monthly turnover from the 2019/20 tax year ('the reference 

period'). If this was at least 50% less (for example) than their average monthly turnover 

from 2019/20, they could qualify for the grant, provided they met the other criteria.

:: This would necessitate the grant being claimed on a monthly basis. 

1 7. The FID would be based on turnover, and not profit, to avoid complex calculations 

where individuals do an apportionment of costs and revenue (as profits are reported 

on an annual basis). The actual grant calculation would still be based on trading profits 

as this is a better pro xv for income 

18. It important to note that HMRC do not have data from FY20 21 because SA tax 

returns will not be due until January 2022 and outside of the returns, we do not have 

reliable data on the self-employed population. Eligibility would therefore have to be 

based on self-declaration and claimants would need to self-certify they meet the FID. 

HMRC would not be able to introduce new compliance measures to verify this either 

before a claim is processed or downstream. It is for this reason that this proposal 
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would be named either a financial impact declaration or self-declared financial impact 

test. 

19. As this option is heavily reliant on self-declaration, we can expect opportunistic 

fraud and error to result from introducing a FID (this would need to be quantified). 

This is because it may incentivise individuals to manipulate the timings of invoices to 

supress turnover during the qualifying period to ensure they met the self-declared 

test for the grant (this is explored further below in the annex on compl iance). It is also 

worth noting that there would be no way for HMRC to know the cause of a downturn ..................... . ..................... ..................... . ..................... . .................. 
in income and whether this was due to the pandemic or other reasons. 

20. We know a financial impact test to assess eligibility is used in numerous countries. For 

example, to qualify for support in Denmark and Australia, claimants' turnover must 

have decl ined by at least 30 per cent; in Italy - 33 per cent; in France - 50 per cent; in 

Spain 75 per cent. Please refer to parallel international comparisons paper and table 

for further information. If you decide on introducing a FID, we will need to explore the 

................. qualifying threshold. Our initial thinking is that revenue must be down by 50% due to 

COVID-1 9 in order to qualify (in l ine with comparable economies) but this will need to 

21. We have engaged with external stakeholders on tightening the scheme, including IFS 

and Resolution Foundation. This proposal would respond to their criticism that the 

grant has been paid to those who do not need it. They advocate further targeting of 

SEISS 4, and recognise it won't be easy, given the operational constraints within which 

we have designed the scheme. We have also discussed this idea with HMRC's external 

SEISS Expert Panel in a confidential high-level discussion. This was generally well 

. ....................................:...............:.......... 
Choice of reference period and interaction with particular groin 

e could introduce a financia either for a monthly or for a three -

months grant. As explored below, there are benefits in having the flexibility that a 

monthly grant could provide but there are operational considerations as well. A three-

months grant with a financial impact declaration would require the claims window 
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