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EIS was created by the government in 1993 to 
encourage investment in small companies that 
needed capital for development or expansion but 
struggled with traditional financing routes. The 
government says it believes investment in well run, 
small, growing companies can help kick-start the 
UK economy; and in return it will offer generous 
tax reliefs to investors. With banks still facing 
liquidity challenges and lending restricted, EIS is 
seen as an invaluable way to make the necessary 
capital available to these companies.

An EIS can only invest in certain types and sizes 
of companies, with rules set by HMRC. Companies 
are either unquoted or they are listed on the 
Alternative Investment Market (AIM). £ Since EIS was launched, 

more than £14 billion of 
funds have been raised, 
helping 23,000+ companies

HMRC Enterprise Investment 
Scheme Statistics, April 2016

“We are being offered more and better opportunities than ever before.  In over 
a decade of EIS investing I have never seen such an attractive marketplace with 
attractive valuations” 
Susan McDonald, Chairman, Calculus Capital
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In recent years there has been growing 
government pressure on established tax 
planning strategies.

The amount you can effectively invest in a 
pension each year has been reduced and the 
lifetime allowance cap continues to be 
squeezed once again.

The Inheritance Tax threshold is currently 
£325,000 (June 2016), with property prices 
increasing this means more individuals are 
affected.

The government has also taken action against 
artificial and aggressive tax planning schemes. 
Against this backdrop, one legitimate form of 
tax efficient investing stands out - the Enterprise 
Investment Scheme (EIS).

EIS is a government-blessed way for higher-rate 
taxpayers to:

• Reduce their current tax burden

• Supplement traditional pension savings

• Save tax-efficiently for the long term

• Manage IHT liabilities to protect future
generations

In addition, by investing in EIS you are supporting 
British SMEs, the creation of new jobs, and 
contributing to the growth of the UK economy.

%
99% of all private businesses 
in the UK are small or medium 
sized, accounting for 60% of 
private sector employment 
(15.6 million people) and 47% 
of turnover. 
Federation of Small Businesses,  
January 2015 

What is the Enterprise Investment Scheme (EIS)?

Why Invest in EIS?



Experience
Does the fund’s management team have a 
proven track record of investing in unquoted 
companies? Investing in EIS-qualifying 
companies differs greatly from investing in  
blue chips, where analyst coverage and 
therefore scrutiny of business performance is 
high. Can the fund’s management spot - and 
help sustain - “winners”?

Independent Reviews
There are two companies that offer independent 
reviews of most, if not all, EIS funds: 

• Tax Efficient Review, from Martin Churchill
• Tax Shelter Report, from Allenbridge

Consider subscribing to at least one of these, 
so that you can benefit from their research and 
analysis. For some advisory firms, this is now a 
requirement of their compliance process.

Theme - generalist or specialist
Some EIS funds are generalist, others invest in 
a single sector, like clean tech, and a few are 
very esoteric; some managers prefer start-
ups while others favour more established 
businesses. Get a firm handle on an EIS fund’s 
investment strategy to ensure it meets your 
client’s risk profile and time horizons. 

Deal flow
Deal flow is the life blood of any Fund Manager. 
How many opportunities does the fund manager 
screen per year, what is their screening process 
and where do their deals come from?

Due Diligence and Investment Monitoring
Does their DD process impress you? Good  
EIS fund managers will perform thorough and 
robust due diligence to assess the financial 
health and management of all the companies 
they are considering. How close does the fund 
manager stay to the investee company post 
investment? Successful managers will continue 
to carefully monitor underlying investments 
throughout the period of investment until exit. 
This is to ensure that the strategy remains 
in line with the objectives. A manager may 
monitor monthly management accounts,  
speak regularly to senior management and/
or appoint representatives to the boards of 
investee companies.

Exits
Investigate the manager’s track record on 
exiting investments. How does the manager 
approach exits? What is the likely exit time 
frame? Getting a handle on the exit strategy is 
key to understanding how and when investors 
may be able to get their money out.

Performance
Find out what the performance of the fund 
managers has really been. Are they showing 
a consistent record of good performance? 
But remember that past performance is not 
indicative of future returns.

We do recommend that you speak to your 
financial adviser and fully understand the risks 
before making any decisions about investing 
in an EIS product.

EIS funds are being launched with great regularity, but the sector’s dramatic growth spurt can  
make finding the right EIS fund manager tricky. Here are seven simple tips on what to look for:
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?EIS Funds: What to consider?

“Small businesses are the backbone of the UK economy and an improving economic 
climate alongside decreased bank lending is providing investors with a window  
of opportunity”
John Glencross, CEO, Calculus Capital 



About Calculus

Calculus Capital is a specialist in creating and managing private equity funds for individuals. A pioneer in the 
Enterprise Investment Scheme (EIS) space, Calculus launched the UK’s first approved EIS fund in 1999 and 
has gone on to launch 16 further funds. Calculus seeks capital appreciation from dynamic, more 
established, private UK companies across a multitude of sectors. 

Calculus Capital’s experienced investment team, diligent investment process and ‘hands on’ approach has 
resulted in an impressive track record of investment success. Calculus Capital has won multiple award 
including the EIS Association’s EIS Fund Manager of the Year Award in 2015, 2014, 2011 and 2009 and 
“Exit of the Year” in 2012. Calculus Capital is authorised and regulated by the Financial Conduct Authority.

 For further information on Calculus visit: 
 www.calculuscapital.com

      For further information on EIS investing visit: 
      www.hmrc.gov.uk/eis

EIS products place your capital at risk and you 
may not get back the full amount you invested. 
Any investment in EIS funds should represent 
only a small part of a portfolio.

An EIS fund is appropriate only for investors 
who are comfortable to invest with a medium-
to-long-term time horizon. Shares in unquoted 
companies are not easy to sell; you are 
dependent on exits, which usually occur only 
after the three year qualifying period, and may 
extend beyond 5 years.

The tax benefits available will depend upon 
your individual circumstances and these 
benefits may change dependent upon  
future legislation.

The value of each investment made by a 
fund may fall, and there is no guarantee as to 
whether any one of the investments may lose 
all of its value.

You are urged to consult your financial 
adviser before making any investment.
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A word of warning:EIS tax benefits explained

30% income tax relief on a maximum 
investment of up to £1 million, if held for 3 
years. Claims can be made for the tax year the 
investment was made in and one year back.

Inheritance tax business property relief 
of 100% of the value of investment may be 
applicable on death or gifting, providing the 
investment has been held for 2 years and the 
investments are held at the time of death.

Tax free capital gains on investments 
made by the Fund (versus 20%).

CGT deferral relief available by investing in 
EIS companies and the tax will be deferred 
for the life of the investment. Tax relief is 
available as and when an EIS manager invests 
in a qualifying company. CGT can be deferred 
if the proceeds are invested in EIS shares 
within 3 years after the capital gain occurred 
or 1 year before. Some companies offer an EIS 
reinvestment fund.

Loss relief up to 45% of net investment after 
income tax relief of 30%, representing total tax 
reliefs of 61.5% of the original investment.

If you’d like more detail, see our EIS Tax Relief 
Case Study booklet or our website:  
      www.calculuscapital.com
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