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SEED & VENTURE CAPITAL SCHEME 2007 – 2012
Introduction
The Irish Exchequer through the Department of Enterprise Trade and Employment has allocated €175m to a new Seed and Venture Capital Fund Scheme for the period 2007 - 2012. This programme is being established following the success of the Seed and Venture Capital Scheme 2001 -2006 and the identified need by external consultants PriceWaterhouse Coopers (PWC) for the State through Enterprise Ireland to continue to support venture capital in Ireland. The financial commitment will be made available through Enterprise Ireland.
Many firms have found it difficult to access growth and development capital because of the lack of private equity being invested in small to medium sized enterprises (SMEs). Irish entrepreneurs have continued to testify to the difficulties in accessing funding. The Small Business Forum stated that, “despite the broad range of finance sources and the fact that interest rates are at historically low levels, small businesses continue to report difficulties in obtaining sufficient finance for start-up and growth”.

The over arching objective of this Scheme therefore is to further enable and develop the Venture Capital industry in Ireland to support entrepreneurship and provide risk capital which will assist SMEs in gaining access to finance.
The Scheme will also encourage venture capital investment in sectors that continue to be difficult to finance and assist in further leveraging private sector investment in venture capital funds in Ireland. Enterprise Ireland has outlined its vision to further develop competitive export orientated companies in Ireland.
 The Seed and Venture Capital Scheme will be a key enabler for Enterprise Ireland in achieving this strategy.
This document is a guide for venture capital promoters making an application under the Seed & Venture Capital Scheme calls for expression of interest.
Further information can be obtained from:

Venture Capital Department

Enterprise Ireland

Technology House,
Glasnevin, Dublin 9

Telephone:
01 808 2000
Fax:

01 808 2623
E-mail:

venturecapital@enterprise-ireland.com
Section 1 – Objectives of the Scheme
The objectives of the Scheme are:

· To continue to develop the Seed and Venture Capital Industry in Ireland to a more robust, commercially viable and sustainable level to allow for improved access to finance for SMEs.
· To encourage and leverage private sector investment in those sectors that are difficult to finance.

· To leverage private sector and institutional investment into venture capital investment in Ireland.
Note:  Promoters should not act as an investment business firm within the meaning of the Investment Intermediaries Act, 1995 unless acting under and within the terms of an authorisation to do so as provided for in the Investment Intermediaries Act, 1995. 

Who can apply for funding?

Funds of less than €30m in capital commitment will be ineligible for consideration by the Seed and Venture Capital Committee. Venture Capital Funds and promoters based in the Republic of Ireland who can demonstrate the ability and experience to operate proposed Funds on a commercial basis with (a) a track record in managing VC Funds that invested in Seed, Start-up and Developing companies (b) the level of management skills to enable hands on input into investee businesses (c) have the ability to gain access to private sector and institutional capital, are eligible to apply for funding.

Preference will be given to Funds that demonstrate the ability to meet the following criteria: 

· The extent to which the Funds will focus in Ireland on SMEs in growing export oriented sectors.  
· The extent to which the funds will invest in: 

· seed 

· start-up and

· development stage investments 
· Proposals for all stages will be considered. However, a primary objective of this Fund is to support and develop companies in the seed and start-up stages of growth.
· The extent to which the funds will invest in regions outside of Dublin.
· The likely impact of venture capital investment on SMEs gaining access to other forms of national and international funding. 

What can funds be used for?

Funds can be used primarily by way of equity instruments into SMEs, to stimulate growth and employment potential in export oriented SMEs.
 
What types of projects may funds be invested in?

EI Funds should be invested in seed, start-up and growth oriented small and medium sized enterprises in Ireland.  Preferably, investee companies will have the potential to develop internationally and make overseas acquisitions in the future. 
What level of funds may be obtained?

The level of funding may be up to 50 per cent of the individual Fund.  However, the level of funding awarded will be dependent on the relative alignment of the fund’s strategy with the objectives of the programme, particularly commitments to seed and start-up funding. All Enterprise Ireland monies will be awarded on a competitive basis.
Where should expressions of interest seeking funding be sent?

Your completed expression of interest should be sent by post to the Enterprise Ireland Venture Capital Programme Executive, Technology House, Glasnevin, Dublin 9 and by e-mail to venturecapital@enterprise-ireland.com
on or before close of business on July 21, 2006 
What information should an expression of interest application for funds contain?

In the first instance you should complete your expression of interest application based on these Guidelines. 
How is your expression of interest application assessed?

Funding commitments will be based on a detailed assessment of the applications taking the following criteria into consideration:
· Meet the objectives of the proposed Scheme.
· Track record of the promoters/management of the proposed fund in successfully managing seed, start up and developing companies. 

· Qualifications of the promoters/management of the proposed fund.
· Sufficient management skills within applicant’s resources to enable hands-on input into investee business that would add value.
· The envisaged impact of the investment made by a Fund on SME enterprises access to other forms of national and international capital finance.
· Potential for growing and developing business operations in terms of substantial development of added value/turnover and employment.
· Level of Fund expenses/management fees relative to the total investment size of the Fund.
· Evidence of long term commercial viability of the Fund.
Applicants may also be interviewed one or more times as part of the assessment process.  The final decision on applications will be made by the Board of Enterprise Ireland on the recommendation of the Seed and Venture Capital Committee which includes representatives from the private sector, Enterprise Ireland, Forfás and the Department of Enterprise Trade and Employment.

How are funds monitored?

The Venture Capital Funds will be expected to provide fund performance reports following the European Venture Capital Association (EVCA) Reporting Guidelines, Level Two. The Venture Capital Funds will also be expected to provide any other information Enterprise Ireland may require to provide a comprehensive report on investments. 
In addition to the fund performance information, Venture Capital Funds will be required to supply portfolio performance reporting once a year:

· Details of sales (including export sales) and profitability of supported firms.
· Return on capital on individual investments.
· Details of dividends and any other monies received by each Fund.

· Annual audited statements which should include profit and loss account, balance sheet, cash flow statement, auditors report and statement of accounting policies.
· Number of employees in supported firms.
· Number of graduates employed.
· Expenditure on research and development in investee companies.
· All other information as is necessary to enable Enterprise Ireland to provide a comprehensive report as required by the Irish Exchequer.
What are the next steps after approval?
After funding for the application has been approved, Enterprise Ireland will inform you of the decision of the Enterprise Ireland Board.  Following this, a formal letter of offer is issued by Enterprise Ireland and a legal agreement drawn up between Enterprise Ireland and the relevant Fund promoter. 

The investment strategy on which applicants were judged will form part of the legal agreement. A separate legal agreement will be signed with each successful applicant. Enterprise Ireland will not progress with any investment unless a satisfactory legal agreement has been signed and legal due diligence undertaken.
Prior to the completion of the legal agreement, all representations, proposals, communication and understandings, whether oral or in writing, in respect to the setting up of a Fund will not constitute any part or form of an agreement between Enterprise Ireland and promoters/Venture Capital Funds.

Payment of monies to Funds?
Before Enterprise Ireland issues approved monies, the following Conditions will need to be satisfied by successful investee funds:

· Formal legal agreement establishing the Fund, committing the capital, being agreed and signed by all parties.
· Drawdown will occur on a pro rata ‘side by side’ basis with private industry.

· Private sector funds matching EI funding have advanced to the Fund before the State funds may be drawn down.
· Private sector investors and Enterprise Ireland will be treated proportionally in terms of both dividends and capital distributions (sharing of risk and reward in line with relative amounts invested).
· Representation on a board and/or other appropriate advisor committee of the Fund will be required by Enterprise Ireland.
· All expenses and management fees to be shared proportionally between investors and to be set out in the legal agreement.
· Annual audited accounts of each fund should be provided immediately when accounts have been signed by the Auditors.
· Enterprise Ireland will have at all reasonable times the right to audit and/or inspect books and records of the company and investee companies.
· The EU have stipulated that Venture Capital Fund activities in relation to firms operation in the field covered by Regulation (EEC No. 866/90 on the improvement of the processing and marketing conditions for agricultural products (as last amended by Regulation 2843/94 of 21.11.94)) must satisfy the selection criteria set out in decision No. 94/173/EEC.
· Funds established under the Scheme will not invest in undertakings in difficulties as defined by the Guidelines on rescue and restructuring aid (OJL 288, 9.10.1999).
· Where funds are used for operations not covered by the provisions of the contractual agreement concluded between Enterprise Ireland and the investee, Enterprise Ireland may require repayment of all or part of the State investment provided.

APPLICATION FOR SUPPORT FROM THE

SEED AND VENTURE CAPITAL SCHEME

Notes:
1. Audited accounts for the last three years (where applicable) for the applicant should accompany the application for funds.

2. Memorandum and Articles of Association should be attached.

3. Applicants must address all of the issues on their application and completed answers should be submitted on your own letterhead paper and must contain the following statement :

Application for support under the Seed & Venture Capital Fund Scheme, as indicated on the application details, is submitted on the basis of the enclosed information, which is correct to the best of my knowledge and belief.

Signed

       Chief Executive

4. The completed application should be submitted to:

Venture Capital Programme Executive
Venture Capital Department

Enterprise Ireland
Technology House

Glasnevin

Dublin 9
Before the close of business on July 21, 2006   
Section 3 – Information Required
1.0 Name of Applicant.
1.1. Is the Applicant the managing partner/lead investor in the Fund?
2. Address of Applicant.
2.1. Identify your primary place of business and any other locations/jurisdictions where your company has an office.
3. Date of Incorporation/Type of Legal entity.
3.0  Size of Proposed Fund.
3.1. Identify the proposed expiry date for the Fund subject to an agreement on the commencement date for the Fund.
3.2. Describe the proposed structure and outline any related relevant shareholder agreement information,
4. Please indicate shareholders/limited partners and percentage shareholdings for each.
5. Are their any potential conflicts of interest that could arise during the lifetime of the Fund? e.g. with other funds under your management
5.1. If this is the case propose mechanisms to resolve or manage these conflicts.

6. Detail the expenses and fees that will be incurred in managing the Fund
6.1. Identify who will pay for the expenses and fees incurred, particularly the costs incurred in sourcing matching funding and expenses incurred before any legal agreement is signed with Enterprise Ireland.
6.2. Identify the level or the basis under which they would be calculated.

6.3. What is the proposed management fee?
6.4. Provide detailed cash flow analysis over the life of the fund showing how it will be commercially operated and showing the amounts to be invested and amounts being applied for expenses.
7. Please identify other members of investment / advisory team and the management team and their relevant experience (CV’s may be requested).
7.1. Please outline the level of involvement of these individuals in the Fund going forward.

7.2. Please outline contingency plans should there be a change of management during the lifetime of the Fund.
8. Source of your funding and amount committed to date 
9. Can the Fund guarantee that all investments will be made within the terms of the European Union State aid clearance for this Scheme?

9.1. The documentation is available on request from Enterprise Ireland

10. Description of Applicant’s primary business activity and funds currently under management.
11. Has the Applicant committed or intend committing to managing any other Funds during the lifecycle of this investment?

11.1. If so, please outline the proposed projects and the level of commitment and the level of commitment that will be involved in managing these projects.
12. Proposed investment criteria for the Fund.

12.1. Identify the proposed break down of the Fund and outline the proportion of the Fund that is to be allocated to companies in different stages of the company lifecycle, i.e. seed, start-up and development stage.
12.2. Outline any proposed proportional breakdown between sectors or maximum amounts that it is proposed can be invested in particular sectors and regions as part of any one investment.
12.3. Identify what proportion of the Fund, if any will not be invested in SMEs based in the Republic of Ireland. 
12.4. What is the profile of business projects being proposed under this scheme?

13. How do you propose to distribute the returns on the investments of the Fund?

14. Details of involvement in investee businesses.
14.1. Is there any management support provided in addition to funding support?  Please give details.

14.2. In regard to any proposed investments, what are the principal criteria which are required to be satisfied before you decide to commit funds to an investment?

14.3. What is the minimum/maximum level of investment which you would normally make in any project?
14.4. Is Board representation normally sought as a condition of investment?
14.5. What is the target duration of investment in businesses in which you invest?

14.6. What is the profile of business projects currently supported (i.e. provide details in terms of size of firm, degree of risk, trading record, sector of activity, regional spread, service or manufacturing activity, etc.)?

14.7. What target level of remuneration or return is sought from any proposed investment?
14.8. Please give details of how many projects you have considered during each of the last three years.
14.9. Give details of how many projects were supported by you in the last three years.
14.10. Indicate what level of return has been achieved on these investments.

14.11. What exit mechanisms have you used and how do you envisage exiting from your current investments or the Fund proposed to be managed by you.

For the purposes of questions 14.8, 14.9 and 14.10, please use either end of calendar or financial year dates

15. Fund support sought.
15.1. What is the proposed schedule of drawdown during 2007, in relation to the figure supplied in 3.0?
15.2. What amount of capital was available to you for investment in seed/venture capital projects but uncommitted on March 21, 2006?  Please give details.

15.3. Expected annual investment level over the next 4/5 years.
15.4. In your application please demonstrate the additionality of investment which would be created over and above your existing investment programme, should your application for Seed/Venture Capital funding be successful.

15.5. Are you regulated by the Irish Financial Services Regulatory Authority (IFSRA)?
16. Details of hurdle rate and “carry” being proposed.
Note: All expressions of interest should follow the sequence of the information in line with the order (1-16) it is requested in Section 2.
Section 4 - Assessment Criteria
1.   Relevant Expertise and Experience:
1.1. raising capital from reputable private investors

1.2. attracting a flow of quality and appropriate investment opportunities

1.3. level of rigour and ‘due diligence’ in assessing the viability of investment propositions

1.4. structuring of private equity deals and experience in negotiating terms with investee companies

1.5. providing management with support and advise based on industry and professional experience

1.6. the potential for realising returns on investments

1.7. the management teams knowledge of operating successful businesses, specific knowledge of relevant sectors and level of contingency planning to fill any knowledge gaps that may exist
1.8. staffing that will be required to manage the Fund effectively

2.  Investment Strategy:
2.1. the relative level of definition and clarity of the investment mandate 

2.2. range and prospects of business sectors identified
2.3. stages of development of investee companies
2.4. consistency with the over arching objectives of the Scheme

2.5. level of financial and non-financial resources supporting investments

3. Sources of Private Capital

3.1. evidence that applicant will be able to raise the appropriate level of funding

3.2. strong evidence will be required including verifiable references

3.3. the assessors will place more weight on stronger and more binding commitments

3.4. the level of proposed investments by investors relative to the total size of the Fund

4. Financial Terms:
4.1. the proposed level of financial return 
4.2. the proposed ratio of public to private capital

4.3. level and form of remuneration of the Fund manager

4.4. the level of costs in managing the Fund

4.5. structure and timing of management fees and expenses
Disclaimer: the acceptance and receipt of any application for funding under the Seed and Venture Capital Scheme 2007-2013 should not in any circumstances be seen by the applicant as a commitment by Enterprise Ireland to invest in the applicant’s Fund. If insufficient applications of a quality standard are not received the State through Enterprise Ireland reserve the right not to commit to allocating the total or any funding to the call.
Enterprise Ireland 


Technology House 


Glasnevin


Dublin 9











� “Small Business is Big Business”, Report of the Small Business Forum, May, 2006.


� “Transforming Irish Industry”, Enterprise Ireland Strategy, 2005 – 2007.


� European Commission State Aid No N172/2000 –Ireland – Seed and Venture Capital Scheme.


� Small and medium enterprises are defined by the European Commission as enterprises that recruit fewer than 250 persons and which have an annual turnover not exceeding €50 million, and/or an annual balance sheet not exceeding €43 million.








PAGE  
10

