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Taking Advantage Of The
Investment Incentive
he Employment and Investment
Accountancy bodies are concerned that self-certification is
Incentive (Eli) is a tax relief that
holding back the Employment and Investment Incentive.
aims to encourage individuals to
provide equity-based finance to
Nick Mulcahy examines how the popular tax relief works and
trading companies. Eli comes into focus
some companies that use the scheme as a source of funding
at this time of year as higher rate
taxpayers contemplate their annual tax
return and look at ways to reduce their
tax liability.
For SMEs outside the ambit of
venture capital investment, Eli is an
important source of startup and
expansion capital, and below we detail
some companies that have successfully
availed of the scheme. Individuals can
claim tax relief on their investment
when certain conditions are met. The
relief is split into two tranches:

T

• 75% in the year of investment
• 25% in the fourth year after the initial
investment.

Investment can be made directly in
the company or through a designated
investment fund. Relief for investments
directly in a company should be claimed
in the year in which the investment is
made. Relief for investments in
designated Eli funds can be made in
either the year in which the investor
subscribes in the fund, or the year in
which the fund subscribes in the
company.
The year-four 25% tax relief is
conditional on the investee company
having at least one more full-time
employee than it had in the year prior to
the investment being made, and has not
reduced the amounts paid to other
employees, or the company spends more
on R&D.

With an Eli investment, the investors
capital is locked away for a minimum of
four years. Even with the tax relief, the
investment only works out if all or most
of that capital is returned. Any growth
in the capital returned will be a bonus.
For the Eli investor, the key question is
how is the investee business going to
find the capital to pay back the investor
in four years’ time? For this reason, the
Eli funds organised by Davy/BDO,
Goodbody, Merrion and others seek out
SMEs for investment that have a

Pinergy founder Enda Gunnell (left) has raised over €5m for his venture
from Ell investors

capable management team, a strong
scenario, the investor’s after-tax relief
trading record, low gearing and future | gain over the four years is €98,000
growth potential.
minus €63,000, for €35,000, which is a
Many smaller SMEs that go down the lot more than a €103,000 deposit would
Eli fundraising route don’t have these
j garner over the same period.
qualities, so the investment is higher
Factoring in the tax relief, the investor
risk, though the tax relief is the same.
will break even so long as the capital
returned after four years is not less than
65% of the amount invested. Anything
For an investment of €100,000, there
less than that and the investor is under
will generally be a 3% intermediary
water, and unlike a deposit an Eli
charge, so the cash investment cost is
investment can disappear to zero.
€103,000. For higher rate (40%)
Eli funding is risk equity capital
income tax payers, there are two
raised by a company. Because it is equity
tranches on income tax relief: €30,000
capital and not a bank loan, there is no
in year-one and €10,000 in year-four.
personal guarantee from the company
With the relief, the net cost of the
( directors, and no legal obligation to pay
investment is €63,000.
back the sum invested. Companies
Assuming the Eli shares are
going directly to the market to raise Eli
eventually sold at par, with the funds
funding will generally do so through an
there is a 2% exit fee, so there is no
accountant who has expertise in the
capital gain (net proceeds of €98,000 v.
area, and the intermediary will charge a
cost of investment of €103,000.) In this commission fee on the amount raised.

How The Ell Tax Relief Works
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With the Eli hinds, which only invest in larger SMEs, the
fund manager will charge the investee company 6% or 7%
of the original amount invested, plus an annual recurring
fee of up to 3.5% of the original amount invested. Other
commissions or fees may apply too, depending on the fund
manager.

Self-Certification Problems
The 2014 revision of EU General Block Exemption
Regulation for state aid restricted the scope of the Eli
scheme and its effectiveness as a tax relief. The government
responded with measures in Finance Act 2018, though the
view from the Consultative Committee of Accountancy
Bodies (CCAB-I) is that the Eli scheme requires further
adjustment so that it can fulfil its purpose.
Chief among the CCAB-I’s concerns is that Finance Act
2018 introduced self-certification for qualification for Eli
scheme purposes on both the company and the investor. Selfcertification was a response to complaints that Revenue was
too slow in granting approval to individual companies that
they qualify to raise Eli funding.
However, when a company self-certifies Revenue can
subsequently rule that the self-certification was flawed,
because qualifying conditions have not been met. If that
happens, the company becomes liable to corporation tax on
an amount 1.2 times the initial 75% of the tax relief given to
investors. A high degree of interest exposure also arises in the
case of a clawback of relief, along with penalties.

When claiming Eli tax relief on their income tax, the
investor must also certify that they have met the various
investor conditions, and relief is clawed back from the
investor if they incorrectly self-certify.
The view from accountancy professionals is that the
potential reliefs available under the Eli scheme are not
sufficient to offset the risk of exposure to Revenue challenge
and consequential interest and penalties. In a recent
submission to the Department of Finance, CCAB-I chair
Sharon Burke stated: “This means that potential investors’
perceptions of risk of investment are adversely impacted.
Money used by the company to fund a relief clawback means
that there is less available to the company to fund its
business, which reduces the likelihood of business success
and the eventual return of equity to Eli investors.”
Burke added that this dynamic also affects the analysis of
the risk associated with future investment by current
investors in the SME. “There is a perceived risk that the SME
may have to use its assets to fund repayment of tax reliefs
granted to new investors instead of deploying these resources
in funding the planned expansion of the business,” she stated.
“The present model of self-certification reduces the likelihood
of securing new investors, and also reduces the likelihood of
retaining existing investors for the longer term.”
The CCBA-I has suggested that confirmation a company is
eligible for Eli tax relief should be final if the information
provided is correct and complete. Whether finance minister
contin ued on page 28
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Paschal Donohoe has listened will become clear when
Finance Bill 2019 is published later this year.
The importance of Eli in providing access to finance for
early stage companies and for SMEs that are seeking to raise
equity capital for major expansions in their business is
illustrated by the following examples.

co-founders Stewart Kenny (€100,000) and David Power
(€200,000). Former CEO Paddy Kennedy also chipped in
€100,000. The startup booked a loss of €570,000 in 2018,
and that excludes €790,000 of software development cost
capitalised as an asset.

ClaimVantage
Shannon Crematorium
One of only two crematoria
in Munster, Shannon
Crematorium opened in
2017 after a nine-year
planning process. The
business is operated, via an
Isle of Man-registered
holding company, by the
Cranwell family, and
occupies a 1.3-acre site in
Shannon. The Shannon
facility includes a chapel
and hospitality area and can
handle eight cremations a day, priced at circa €750. The
business runs seven days a week and turned to a Dutch
company to source its cremator, which cost €500,000.
Jim Cranwell (42), who heads up the day-to-day operation,
is a helicopter pilot and his entrepreneurial interests also
extend to property. The facility investment cost amounted to
€2.55m, as of June 2018, and through 2016 and 2017
operating company Anput Ltd raised €l.8m using the
Employment and Investment Incentive. Cranwell predicts
that the venture will achieve annual turnover of €lm in
2020, with sales of urns bringing in €150,000 annually. Four
staff were on the payroll in 2017/18, and the company owed
Jim Cranwell Snr €977,000 in director loans at period end.

Banach Technology
Four former Paddy Power executives are behind Banach
Technology, a betting software business that raised €2.2m
from Eli investors in 2018. Rob Reck and Mark Hughes
worked in the quantitative analysis division of Paddy Power
before establishing Banach Technology' in 2015.
The company’s software enables bookies to deploy
customisable betting platforms, so that punters can assemble
their own bets based on different scenarios within an event.
Initially focused on football betting, Banach’s software can
now be used for American football, basketball, ice hockey
and baseball. Clients include Paddy Power and Ladbrokes.
Among the tax-break investors in 2018 were Paddy Power

Headquartered in
Sandyford in Dublin,
ClaimVantage was
founded by Leo Corcoran
(pictured) in 2005 and
develops life, health and
absence claim management
software on the Salesforce
platform. The founder, who
previously worked with
Fineos, has grown
ClaimVantage into a
sizeable operation. The
company employs around 75 people, and services markets in
Ireland, Europe, the US, South Africa and Asia. Clients
include two of the top 10 insurance carriers in the US.
ClaimVantage raised €3.3m using Eli in 2016 and 2017.
The company booked a loss of €l.7m in the year to
December 2017, and the year-end total for platform
investment was €3.1m. The annual accounts filing suggests
that most activity is centred in the US.

Pinergy
Pay-as-you-go electricity service Pinergy commenced
trading in 2012 and has never turned a profit. Founder Enda
Gunnell, a former partner in Mazars, is something of an Eli
veteran, raising around €5.3m in 30 Eli allotments from
2012 to 2017. The brand’s ambassador is rugby legend Paul
O’Connell, and turnover in 2017 was up 16% year-on-year to
€26m. The operating loss widened too, up to €4.3m from
€2.9m the year before, and at year-end accumulated losses
were €23m.
The other source of capital for operating company New
Measured Power Ltd is loan notes, which amounted to
€l2.5m in December 2017- Despite the losses, investors have
a comfort factor in that Pinergy is an infrastructure play.
The investment cost in smart meters, IT and other fixed
assets stood at €l3m in December 2017, and once the meters
are in place in student accommodation, for example, the
revenue is locked.
continued on page 30
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eLight Group
Founded by Ian McKenna
(pictured) in 2012, eLight
installs and manages
energy-efficient LED lights
for commercial customers.
The company was among
the first in Ireland to deliver
a ‘light as a service’ model,
which means that eLight
covers the upfront cost of
installing lighting hardware
and is paid back in stages.
According to eLight,
customers can benefit from energy savings up to 80%.
The company says it has completed more than 800 LED
installs so far, and clients include Hibernia REIT and Dalata
Hotel Group. In 2018, eLight acquired UK peer Energy
Works. The business model is capital intensive, which is
where Eli funding comes in. eLight Solutions DAC raised
€l.5m using the scheme from 2015 to 2017, while related
company eLight Projects Ltd raised €6.4m from Eli
investors from 2016 to 2018. That’s a total of €7-9m in taxbreak funding. Turnover isn’t disclosed, but the two eLight
companies had combined trade debtors of €4.1m in
December 2017.

Lough Gill Distillery
The business behind Lough
Gill Distillery in Sligo is a
major beneficiary of taxbreak Eli risk capital.
Hazelwood Demesne Ltd
rounded up Cl.lm in 2014
and Cantor Fitzgerald
raised a further €4.1m in
2017 In December 2018,
the company received
further Eli funding of
€3.5m, for a total so far
of €8.7m.
Hazelwood’s principal is David Raethorne, a co-founder of
Causeway Capital and Helix Health. Raethorne was also
involved in the success of Smiles Dental, and current
directorships include Celtic Linen and Global Shares.
Raethorne bought the 300-year-old Hazelwood estate in
2014 and started to develop a large whiskey distillery behind
the decrepit manor house. The distillery's first product range,
Athni, comprises a trilogy of single malt whiskeys that cost
€150 per bottle.

Dublin Vinyl
Dublin Vinyl founders Hugh Scully and Donagh Molloy
(pictured) launched an Eli fundraising drive with Mazars in
2017 and persuaded 22 investors to part with €292,000 for
the startup, which launched in June 2017- A year later 19
individuals, some of whom also participated in the first share
allotment, invested a further €354,000, for total Eli funding

30

to date of €645,000.
Individual investment
amounts range from
€3,000 to €50,000.
The venture is
Ireland’s only vinyl
record pressing plant,
an 8,500 sq. ft.
premises located in
Glasnevin. The
business presses vinyl
records for
independent artists,
various record labels and distributors, tapping into renewed
global demand for vinyl.
Dublin Vinyl also runs a monthly subscription club,
sending ‘essential’ vinyl albums to customers for €29 per
month. The service operates in Ireland and the UK, with
more than 500 subscribers. Dublin Vinyl can currently
produce up to 100,000 records per month and the company
is planning to increase capacity to 300,000 with the
installation of new presses. They’re also preparing to reach
out to the Irish diaspora in the US with IrishRecordBox.com,
where they will ship high quality classic and contemporary
Irish albums pressed in Ireland.
The company, which has 12 staff, recently closed a Seedrs
crowdfunding campaign that raised €150,000 for the
business. It is currently seeking to raise €200,000 through a
fresh Eli funding round to coincide with an Enterprise
Ireland matched funding application..

West Cork Distillers
West Cork Distillers in
Skibbereen is one of the
country’s most successful
independent distillers. The
company was early into the
craft game, established in
2003, though it’s only lately
that the venture has really
prospered. Tax-break Eli
funding has been central to
the growth story. West Cork
Distillers Ltd raised
€375,000 in 2013, while
sister company West Cork
Whiskey Distillers raised €9.9m from 2015 to 2017,
including €5m sourced from Merrion.
West Cork Distillers’ turnover in 2017 increased by twothirds to just on €20m and net profit for 2017 was €4.1m
compared with €l.7m the previous year. The company makes
its own whiskey and gin brands though the volume comes
from own-label output for Lidl and other large customers.
UK drinks business Halewood bought into WCD in 2017 and
now Halewood is exiting. Financing the exit is circa €l5m
sourced from the state-owned Ireland Strategic Investment
Fund. The ISIF-backed Irish Whiskey Growth Fund is also
reported to be providing WCD with funds for further
international expansion.
continued on page 32
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Bankhawk
Bankhawk provides cloud-based software that integrates
with ERP and management information systems. As well as
analysing banking and credit cards costs, the software
produces accurate cashflow forecasts. Established by Brian
Weakliam and Joe Weakliam in 2007, the company says that
with Bankhawk, companies can uncover hidden banking
costs and generate large savings.
In eight Eli funding rounds from 2012 to 2017, Bankhawk
Ltd raised €l.4m in risk capital. Total equity capital in the
December 2017 balance sheet amounted to €2.2m and
accumulated losses stood at €2m. End-year trade debtors
more than tripled through 2017 to €290,000.

Nualtra

investors can be confident that the Healys will have the
wherewithal to redeem the Eli shares.

ServiceDock
Taxpayer funding from Enterprise Ireland is often dependent
on companies matching the payment with private equity.
That seems to be the case with ServiceDock, a 2016 startup
that aims to assist multi-location businesses engage
customers at outlet level using the messaging apps
consumers have on their phones.
The ServiceDock founders are Oisin Ryan (43) and
Leonardo Correa (36), and they used Eli on four occasions in
2017 and 2018 to raise €270,000 from a number of investors.
This leveraged two €100,000 payments from the state agency,
in August 2017 and in May 2018. Further capital may be
required, as operating company Leapchat Ltd booked a loss of
€183,000 in 2018, bringing total startup losses to €367,000.

Paul Goughs business
develops oral supplements to
treat malnutrition,
Conyngham Arms Hotel
particularly among people
suffering from other medical
Hospitality company Parley
conditions. Nualtra deals
Ltd has been using Eli to
with healthcare professionals
finance its activities in Slane
in Ireland and the UK, and
since 2016, though the fund
booked a net profit of
raising process seems to be
€884,000 in 2018, reducing
quite costly. Parley, where the
accumulated losses to €4.2m.
principals are Brian Conroy
Gough (pictured) and
and Alan Haugh, owns the
Nualtra tapped Eli investors on 13 occasions between 2012
Conyngham Arms Hotel, a
and 2015, raising €l.6m. A further six Eli allotments through | popular wedding venue, and
2016 brought in another €l.4m. The same year, Enterprise
Boyne House, also in the
Ireland invested €300,000 in the business. Nualtra has other
Meath village. The company
investors too: the December 2018 balance sheet shows a total
raised €3.1m in three Eli allotments from 2015 to 2017, and
share premium of €4.9m.
the company’s July 2018 balance sheet notes freehold land
Noteworthy backers include Goughs father-in-law Sean
and buildings valued at €3.8m, €600,000 refurbishment
Corkery, interim CEO of troubled pic Datalex, and former
costs and fixtures and fittings valued at €320,000.
INM chairman Leslie Buckley. Sky Ireland boss JD Buckley,
A note to the 2017/18 accounts states: “The company has
Leslie’s son, is also a non-executive director at Nualtra.
| made commitments to close the contract to purchase the
Twenty-two people were employed by the company in 2018.
Conyngham Arms Hotel and the old Post Office in Slane to
ensure further hotel/guest accommodation will come on
Dundalk Bay Brewing
board in a timely manner as additional Eli funding is
obtained.’’ In December 2018, Parley received an additional
Spectac International is a
€3.9m in Eli funding. In long-term creditors, the accounts
Dundalk business which
filing references €l.6m due to the Conyngham Arms Hotel
manufactures stainless steel
vendor after five years, and €990,000 in finance costs for Eli
vessels for various industries,
fundraising, also payable after July 2023.
including drink
manufacturers. Spectac was
Lough Ree Distillery
established in 1986 and the
family-run venture is owned
How much does it cost to
by Tony Healy, along with his
get a new gin brand to
daughters Katie and Faye
market? With family
(pictured).
venture Lough Ree
The Healys decided to get
Distillery in Lanesborough,
into brewing on their own account by establishing Dundalk
Co. Longford, the answer is
Bay Brewing in 2017. They knew where to go for the kit €lm, which was rounded up
themselves - and the Brewmaster beer started flowing in
for the enterprise from Eli
2018. In August 2018, the family reduced their risk exposure
investors by accountant
by raising €l.8m from an Eli fund. With Spectac
Hilary' Haydon in
International throwing up a profit of €400,000 last year, Eli
December 2017-
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Peter Clancy, Mike Clancy and their sister Sheila Mullen
(pictured) have ambitions to develop a distillery and visitor
centre, with annual production capacity for 50,000 cases of
whiskey and 15,000 cases of gin. The initial product, Sling
Shot Gin, is being produced in a temporary facility and was
launched in October 2018. It has been well received and the
brand has managed good distribution in the midlands and
beyond.
Fixed-asset investment in the year to August 2018
amounted to €730,000, and operating company Blacksmith
Ventures Ltd had €200,000 cash at the end of the
accounting period. A second Eli allotment in December 2018
brought in €75,000.

Killala Community Wind Farm
Windfarm ventures are popular with large Eli funds like the
one run by Goodbody. The projects swallow up a large
amount of investor cash, and there’s a state guarantee on the
price received for electricity output through the REFIT
scheme, which is funded by a levy on all electricity consumers.
Killala Community Wind Farm lias a storied history. The
project was originally put together by eight farmers in 2002,
and though there was community outreach from the start,
this being Mayo, the planning applications raised some local
hackles. The project was approved by Bord Pleanala on the
second attempt in 2010, after the number of turbines was
reduced from 10 to five.

Goodbody rounded up €lm from Eli investors for the
project in 2017 and another €3.5m in May 2018. The
Western Development Commission, which helped foster the
project, used Killala as a case study for a brochure advising
other local communities how they might approach wind farm
schemes. The might have called it ‘Be Patient’.

Brampton Care Home
Nursing homes should be a
steady income source and
Brampton Care Home in
Oranmore, in the former
Galway Oyster Hotel
premises, opened for
business in November
2018 with capacity for 46
residents. Occupancy is
currently over 90% and
promoter Michelle Gaffney
sees scope for further
expansion. Dr Gaffney (50)
is a consultant nephrologist and GP.
Brampton Care Ltd raised €1,825,000 in May 2019 to add
31 bedrooms on the third floor of the facility, including 13
premium suites. This phase is expected to be completed later
this year, and the company is currently raising €l.2m, and an
additional €l.5m at a later date, to add another 44 rooms. G3
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