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OUT ON YOUR OWN

Unlocking
the money

to succeed

Despite the banks’ reluctance to lend, there
are still alternative sources of financing out

there for start-ups

§

he lack of available
finance may be an
oft-repeated com-
plaint among Irish
start-ups, but seri-
al entrepreneur
and self-styled business angel
John Roe is having none of it.

As the founder and chair-
man of insurance group
Friends First, Roe has helped
“dozens and dozens"” of new
businesses over the years
through a combination of fi-
nancial and mentoring sup-
port. As he sees it, new
companies would do well to
look outside the banking realm
and, instead, consider their
own network of contacts as a
means to source valuable pri-
vate imvestment.

“Difficulty getting bank fi-
nance is nothing new for start-
ups. The old cliche has always
held true - that is, you need to
show the bank that you don't
need the money before they
will lend it to you,” said Roe.

“I would say to people that
they should try to find a busi-
ness angel. Look for someone
that has a bit of expertise in
your area; who can provide
you with mentoring and fi-
nance.”

Business angels like Roe are
private investors who invest ca-
pital in start-ups. In return,
they typically take an equity
stake in the business and an ac-
tive role in the management of
the company itself.

Roe established his first
business in the late 1980s, hav-
ing left a successful career in
the civil service. Since then, he
has set up numerous ventures
in areas as diverse as auction-
ecring and building manage-
ment control systems. His
latest venture, KMAX, im-
ports security equi from
Britain and the US into China.

At the same time, he con-
{inues to seek out new ven-
tures, and relishes the process
of helping fledgling companies
to realise their commercial po-
tential.

“My investments have al-
ways been people-driven. [
have to rate the people in-
volved, because, il the person
lacks certain gualities, then
even if they have a good idea it

wun 't come to fruition,” he

Buslness Angel
Partnership



Publication: Sunday Business Post

Date: Sunday, March 6, 2011

Page: 26

Extract: 2 of 4

Circulation: 52.271

Author: Elaine O'Regan

Headline: Unlocking the money to succeed

- As well as their own con-
tacts, start-ups keen to find a
suitable angel investor should
check out the Business Angel
Partnership.

The organisation facilitates
meetings between investors
and companies and has a list
of active angels on its website,
wwwhusinessangels.ie

Before you start to look,
however, be aware that the pro-
can be a time-intensive process
— one that requires a lot of pre-
tration.

“Initially, the company sub-
mits its business plan (see
panel}, providing details of the
investment opportunity,” said
Andrew Bourg, senior man-
ager in the corporate invest-
ment and business advisory
division of BDO,

“Companies know that de-
tails of their particular invest-
ment opportunity will be seen
by imvestors, who are actively
locking to invest in private
companies. These investors

bring business ex in
addition to the financial re-
sources that they may invest.”
Business
Expansion
Scheme

Other private oquxyuptmns

include tax-driven initiatives
like the Business Expansion
Scheme (BES).

tors to provide funding to com-
panies of up to €150,000 in any
one vear, for which they then
get tax relief.

They are required to invest
in companies by way of new or-
dinary shares, which cannot
carry any preferential rights.

Shares must be h;:ll-nu:l!.gl-:l and
certain conditions satisfied in
relation to the investment - for
a period of five years, but tax
relief can be claimed once the
start-up has been trading for
just four months.

The start-ups that are eligi-
ble to receive funding under
the scheme are restricted to
certain qualifying trades.
These include manufacturing,

internationally traded services,
tourism, plant cultivation and
some music recording activ-
ities,

The Finance Act 2011 pro-
poses a number of amend-
ments to the Business
Expansion Scheme. Subject to
approval from the European
Union, these changes will re-
structure the existing scheme
under the re-named Employ-
ment and [nvestment Incentive
Scheme.

The proposed changes will
not restrict the availability of
funding to qualifying trades

{subject to cerlain
making it available to a wider

range of companies.

“Shares will only have to be
held for three years, instead of
five, and the rate of relief will
be changed to make it available
on a phased basis. An initial re-
lief of 30 per cent will apply,
with a further 11 per cent avail-
able if certain employment or
research and development tar-
gets are met,” said Bourg.

Seed Capital
Scheme

The Seed Capital Scheme is
part of the Business Expansion
Scheme. It provides for income
tax relief on imvestments made
by certain individuals in new
companies that are involved in
BES-qualifying activities or
Ee;tain forms of research and
They can claim the refund
for any, or all, of the six years
prior to the year in which the
investment is made. The
amount refunded depends in
the amount invested in the

Venture seed
capital

- There are several venture
seed capital funds, which are
aimed at start-ups and early-
slage venlures,

These include the AIB Seed
Capital Fund and the Bank of
[reland Seed and Early Capital
Fund. Both offer new compa-
nies medium to long-term fi-
nance in exchange for an

equity stake in the business.
For start-ups, Bourg warned
that the process of applying for,
and securing, venture capital
could eat into time that would
be better spent getting the new

business on its feet commer-

“'fl:u: investment process —
from reviewing the business

Andrew Bourg

plan, completing due diligence
and executing legal documen-
tation — can take between three
and s1x months and it is there-
fore important that this does
not distract the promoters
from the critical start-up

phase,” he said.

Enterprise
boards

The county and city enter-
prise boards were established
in Ireland in 1993 to provide lo-
cal support to small businesses
- that 15, micro-enlerprises
employing no more than ten

There are 35 enterprise
boards around the country,
providing financial assistance
to new and established compa-
nies in the SME sector.

To be eligible for this fund-
ing, start-ups must be able to
prove that they:

B are commercially viable,

B have a ready market for
their product or service,

B employ fewer than ten peo-
ple at the time of applying for
the funding, and

B have the capacity to create
jobs in the future.

“We can provide Munding
amounts of up to €150,000 to
individual companies, but our
typically funding amounts are

in the range of €20,000 and
€40,000 and the investment is

rovisional on the creation of
Jobs,” said Michael P Kelly,
chief executive, Carlow County
Enterprise Board.

Among the start-up sup-
ports offered by the enterprise
boards, are feasibility or inno-
vation grants, which are avail-
able up to a maximum amount
of €20,000 and can be used to
research potential demand for
products or services by, for ex-
ample, hiring in consultants or
paying for design and patent-
ing services.

The enterprise boards also
offer priming grants to start-
ups that have been trading for
less than 18 months. The maxi-
mum grant here cannot exceed
50 per cent of the total invest-
ment or €150,000, whichever is
the lesser amount.

The enterprise boards offer
additional services, including
training and mentoring.
“These supports are the stron-
gest arm of the enterprise
board,” said Kelly.

“When you come to us, you
do vour Start Your Own Busi-
ness course, you attend a semi-
nar on sellinig online, you do a
management development
course and you join our own-
er-manager network. When
you do all that, you are ready
for the market.”

First-Step

For those start-ups that were
unable to secure bank finance,
Bourg pointed to First-Step, an
enterprise support agency that
lends to new companies.

“It provides loans to people
who have a desire to create
their own enterprise and who
cannot access funding — or suf
ficient funding — for their own
business. Loans for amounts
up to €25,000 are interest-bear-
ing and are repayable over
three years,” he said,
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John Roe, businass angel and chalrman of insurance broker First Ireland: "My investments have always been people-driven’ SUSAN JEFFERIES
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