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The 2017 General Election provided another political shock, capping off 12 months of 
momentous events that have unquestionably altered the country’s public and private 
sectors. Theresa May called the snap election in the hope of increasing her party’s 
majority in Westminster. Following the Prime Minster’s announcement that Britain would 
be heading to the polls on 8 June, there was a general consensus that the Conservatives 
would enjoy a comfortable victory. However, following a turbulent election campaign, on 
the morning of 9 June it was announced that no political party had secured enough seats 
to command a majority in the House of Commons.

After a round of political negotiations, the Conservative Party is reportedly close to agreeing 
a deal with the Democratic Unionist Party (DUP) to narrowly pass the threshold of the 
326 seats required to form a ruling majority. As a consequence, these two parties will 
potentially be responsible for leading Britain until 2022 – a five-year period that will forge 
the UK’s identity as an independent global power outside of the European Union (EU). 

With Brexit negotiations now officially underway, this edition of EIS in 2017 considers the 
positive impact of removing EU State-aid regulations on tax-efficient investment schemes 
as the next government navigates its Brexit roadmap, championing the opportunities that 
will arise for British investors and businesses alike. 

EIS continues to grow

In April 2017, HMRC released its revised statistics on the number of companies that have 
received investment through EIS and the amount of funds they have raised through the 
scheme. It was revealed that:

zz Since the EIS was launched in 1993/94 over 26,000 individual companies have 
received investment through the scheme, and more than £15.9 billion of funds have 
been raised

zz 3,285 companies raised a total of £1,647 million of funds through EIS during the 
2015/16 financial year

zz 3,330 companies raised £1,881 million of funds during the 2014/15 financial year

These revised figures demonstrate the ongoing significance of the EIS in linking investors 
eager to support SMEs with scale-ups requiring vital growth capital. In support of these 
figures, IW Capital research revealed that the equivalent of 1.47 million people are 
considering investing through tax-efficient initiatives such as EIS and Seed Enterprise 
Investment Scheme (SEIS) in 2017/18.

Release from EU State-aid legislation expands the full potential of EIS

Since its introduction over two decades ago, legislation concerning tax-efficient 
investment schemes have been routinely revised to ensure their compliance with EU 
regulations. The most recent round of such reforms was introduced by the Finance Act 
2015, which announced a number of changes to align the UK’s EIS programme with EU 
laws on State-aid. 

http://www.iwcapital.co.uk/access-42


These changes included a cut in the lifetime cap on the amount companies can raise 
through these schemes from £15 million to £12 million. For knowledge intensive 
companies – those which have spent 15% of their operating costs on R&D or innovation 
over the course of three years, or have spent a minimum 10% of their operating costs on 
R&D over three successive years – the lifetime cap stands at £20 million. Furthermore, 
companies involved in the subsidised generation of renewable energy, or the provision of a 
reserve energy generating capacity, are now exempt from EIS investment, and EIS capital 
cannot be used to fund management buyouts or acquisitions.

Reforming Britain’s tax-efficient investment schemes 

Since their introduction in 2015, the aforementioned legislative reforms have had a 
noticeable impact on the number of investors and businesses using EIS; the total number 
of funds raised between the 2014/15 and 2015/16 financial years dropped by £234 
million. Responding to this decline, CEO of IW Capital Luke Davis was featured in the 
Financial Times calling for the Government to recognise the practical role of the EIS in 
supporting both investors and companies:

“Ultimately, these schemes are good for the economy as a whole. Expanding the scope of 
the EIS will be great for small and medium-sized enterprises.”

With the UK ranking third in the OECD for the number of start-up births but 13th for the 
number of companies able to successfully progress to being an established SME, support 
clearly needs to be directed towards Britain’s scaling businesses – a community that 
regularly cites access to finance as a key barrier to growth.

As the country prepares to leave the EU, it will now regain legislative control that will 
enable it to dictate the terms of vital investment schemes like EIS, thereby directing 
financial support into the categories of businesses that most require it. Under the 
leadership of Theresa May, the previous Conservative Government recognised the 
important role that EIS plays in supporting UK businesses. In particular, the Conservative 
Party’s 2017 General Election manifesto announced its intentions to use EIS as a means 
for supporting investment into UK tech companies. Over the months ahead, a critical 
requirement has emerged for the Government to act on this proposal while also making 
the same commitment to all companies across all sectors.

Evidently, a significant proportion of the UK’s investor community are looking to tax-
efficient investment schemes. In the lead-up to the 2017 General Election, IW Capital 
surveyed a nationally representative sample of UK investors to reveal how they were 
adjusting their financial plans in light of Brexit. The research revealed that investor appetite 
for EIS is strong – 1.47 million UK adults said they would be considering tax-efficient 
investment opportunities like EIS over the coming 12 months. However, over 6 million 
investors hope more is done to support investor interest by way of tax-efficient schemes 
and income tax policy in 2017. To ensure the Government is in a position to embrace the 
opportunities on offer through EIS, it must cater to the demands of investors who feel that 
more needs to be done to the existing tax-efficient investment schemes. By expanding the 
reach and scope of EIS, investors eager to support UK SMEs can effectively act on their 
interests in what is a globally renowned private sector. 

https://www.ft.com/content/864b8cc2-2b57-11e7-9ec8-168383da43b7


Looking to the next five years

The 2017 General Election will be remembered for delivering one of the most unexpected 
political outcomes in modern British history, defying initial forecasts of a majority 
Conservative government. With the UK now facing a Conservative-DUP coalition for the 
next five years, the impetus lies with the next government to provide the leadership and 
long-term vision required for the private sector to flourish. To achieve this, the country 
must continue to embrace targeted reforms so that more start-ups are able to effectively 
transform into high-growth scale-ups. 

Government-backed initiatives such as EIS and SEIS have contributed to an investment 
landscape globally renowned for its willingness to embrace and drive the latest financial 
trends. Tax-efficient schemes have proven particular popular for investors to inject capital 
into scaling UK businesses – countries around the world revere EIS for its ability to link 
investors with SMEs. 

While this is positive news, the onus lies on the Government to review and reform the 
scheme so that it caters to the demands of businesses and investors. Soon to be free 
from EU State-aid regulations that have limited the number of companies and investors 
able to access the scheme, EIS is about to enter an exciting new era, supported by the 
country’s entrepreneurial spirit and a community of investors confident in the long-term 
growth prospects of scaling SMEs. 

IW Capital will continue to source the UK’s leading investment opportunities and provide 
its investor network with the research and knowledge required to ensure EIS remains open 
to individuals seeking to support the nation’s most promising SMEs.
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