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Welcome News:
The UK Budget 2011 - EIS and VCT Schemes

By Trevor James and Sonia Girgis

The 2011 Budget introduces significant improvements with proposals that will extend the enterprise investment scheme
(EIS) and venture capital trust (VCT) rules. All of the new announcements, which are summarised below, are subject to
EU State aid approval. This is very welcome news since these changes have been requested by those in the industry
over a period of time.

From 6 April 2011

e EIS income tax relief will be available at the rate of 30%, an increase from the present 20% relief.

From 6 April 2012

e The annual maximum amount that can be invested in a company will increase from £2 million to £10 million.

e The gross assets restriction will rise from £7 million to £15 million before investment (and it would appear that there
will be no limit on gross assets after investment; the current limit is £8 million).

e The employee limit will rise to 250 persons, from the current 50 person limit.

e The annual investment limit by an individual under the EIS will rise from £500,000 to £1 million.

The relaxation of various thresholds and scheme conditions is good news for all qualifying small and medium enterprises
(SMEs) including AIM listed companies. The changes will substantially expand the number of companies that can benefit
from the rules. Investors will also largely benefit from the additional income tax relief available for investments in EIS
companies.

The information above is a brief summary of the major changes to the EIS and VCT rules. For further information, please
contact:

Trevor James Sonia Girgis
+44 20 7920 4087 +44 20 7920 4118
tjiames@mofo.com sgirgis@mofo.com

About Morrison & Foerster:

We are Morrison & Foerster—a global firm of exceptional credentials in many areas. Our clients include some of the
largest financial institutions, investment banks, Fortune 100, technology and life science companies. We've been
included on The American Lawyer's A-List for seven straight years, and Fortune named us one of the “100 Best
Companies to Work For.” Our lawyers are committed to achieving innovative and business-minded results for our clients,
while preserving the differences that make us stronger. This is MoFo. Visit us at www.mofo.com.
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Because of the generality of this update, the information provided herein may not be applicable in all situations and should
not be acted upon without specific legal advice based on particular situations.
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