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PAC-R-1737 Correspondence 3A.1
Meeting 155 26/03/15

2nd March 2015

Dear Clerk,

Following on from your correspondence dated 18th February to Enterprise Ireland (El) on foot

possible.

Yours Sincerely,

ulie Sinnamon

CEO Enterprise Ireland
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Meeting 155 26/03/15


PAC Requests:

1. Anote on the 20% of companies funded by El to include the original investment and any
subsequent investments.

The Enterprise Stabilisation Fund (ESF) was a response in February 2009 to the crises of the credit
crunch, the severe contraction in global markets, the re-balancing of international currencies and the
contraction in property related sectors at that time. This funding was approved as part of a European

temporary state aid initiative which was utilised by 23 Member States across Europe.

The primary purpose of the fund was to stabilise vulnerable but viable exporting companies in the
manufacturing and internationally traded service sectors that were experiencing difficulties. For
example, many El client companies experienced stretched payment terms from customers (e.g. 60
days going to 120 days) leading to severe cash flow difficulties for otherwise stable firms. With limited
visibility as to how long this was going to prevail and amid a tightening bank credit environment, the
ESF support allowed companies to secure business, continue operations, and in most cases sustain

jobs otherwise at risk.

In total 217 Enterprise Ireland client companies were approved €81.7million in support under the

Enterprise Stabilisation Fund.

The most recent comprehensive review of ESF supported El clients, was concluded in late 2013. This
review determined that 26 of the ESF supported client companies had ceased to trade (i.e.
representing at that juncture 12% of the total number of El clients supported). The amount invested
in this cohort of companies was €7,105,226 which represents approximately 9% of the total ESF
programme. Enterprise Ireland continues to review the performance of the companies supported

under the Enterprise Stabilisation Fund.

Notwithstanding that a proportion of the companies supported under the ESF programme
subsequently ceased trading, the vast majority of the companies that were vulnerable but viable at

the time of investment, continue to trade and today employ thousands of people in the Irish economy.

Annual Employment Survey (AES) 2014 data is available for a total of 152 of the Enterprise Stabilisation
Fund supported companies. Analysis of this cohort of 152 companies shows that employment has

consistently increased each year since 2009, the time of ESF introduction. Table 1 below shows the



employment growth performance for this cohort of companies between 2009 and 2014. The

cumulative employment growth over this period was 46%.

Table 1
Data re: 152 2009 2010 2011 2012 2013 2014
co.’s, AES 2014
PFT Employment 5,463 5,862 6,328 6,809 7,372 7,998
Other Employment 423 510 578 515 553 619
Total Employment 5,886 6,372 6,906 7,324 7,925 8,617
% Change (Total) +8.3% +8.4% +6.1% +8.2% +8.7%

The Enterprise Stabilisation Fund represented a critical response to the unprecedented trading
conditions faced by Irish companies, and made a crucial contribution to sustaining and growing both
the companies and their associated employment bases. Enterprise Ireland continues to work actively
with its client companies to support their prospects for growth and success, particularly in overseas

markets.

2. A note on the way the cost per job is calculated along with a breakdown of the cost for the last
seven years.

[Note: Up to Annual Report and Accounts 2013, the relevant body for carrying out of surveys, and
calculation of cost per job figures, was Forfds, subsequently integrated into the Department of Jobs,
Enterprise and Innovation. A dedicated unit of the Department continues to have co-ordinating
responsibility and ownership of the surveys and cost per job figures, assisted by both agencies in the

conduct of the surveys].

Regarding the figures in the 2013 Annual Report (e.g. employment gain/loss, cost per job), the
employment gains/losses/net change is calculated from the Forfas Employment Survey. Forfas carry
out this calculation based on the results of the survey of employment in companies between one year
and the next. El does not calculate the figures, but does assist in the surveying process. Within the
cohort of companies surveyed, companies retain the same employment, reduce employment and
increase employment, and for this reason employment gains, employment losses, and net

employment creation figures are produced as part of the reporting process.



El submit figures for financial support and also the figures for receipts e.g. proceeds from shares, grant
refunds, dividends etc. over the same time period. Forfas then provide the cost per job sustained for

use in the Annual Report, in accordance with Forfés’ methodology.

The 2013 cost per job sustained (2013 prices) of €12,962 was calculated for the period 2007-2013. The
cost per job is calculated by Forfds taking into account all agency expenditure on all firms in the period.
Only jobs created during, and sustained at the end of, each seven year period are credited in the

calculations by Forfas.

Cost Per Job Sustained

Enterprise Cost per Job sustained IDA Cost per Job sustained
Ireland (2013 prices) Ireland (2013 prices)
1997-2003 €10,580 1997-2003 €19,096
1998-2004 €9,192 1998-2004 €16,952
1999-2005 €6,100 1999-2005 €14,911
2000-2006 €4,486 2000-2006 €13,531
2001-2007 €6,708 2001-2007 €13,527
2002-2008 €8,173 2002-2008 €13,103
2003-2009 €12,404 2003-2009 €14,450
2004-2010 €12,850 2004-2010 €14,581
2005-2011 €12,290 2005-2011 €14,516
2006-2012 €12,660 2006-2012 €13,541
2007-2013 €12,962 2007-2013 €12,607
Annual Reports 2014 to be published Q2 2015

Direct agency expenditure includes total grants paid to companies as well as support provided in the

form of equity, for example investments in support of innovation led start-ups.

Enterprise Ireland’s investment policy facilitates grant and/or equity support. Equity investments
would typically be made in early stage companies, where there is a greater level of risk associated
with investment. Funds that are realised from the sale or repayment of equity related investments are
deducted in the cost per job calculations. Over time, this funding policy has been a driver of the

declining Cost per Job sustained (up to 2006) as demonstrated in Enterprise Ireland’s Annual Report.

The reduction was primarily due to the impact of large financial support refund figures in the year
2000. Such refunds would include Financial Support Refunds, Dividends, and Sale of investments in

shares. The financial supports refunds from 2000 no longer form part of the calculation for cost per

4



job sustained. A significant refund figure in 2000 formed part of the calculation up to 2006. This no

longer forms part of the calculation in subsequent periods.

Therefore the reasons for more recent increases in the cost per job sustained can be summarised as
follows:
1. The absence from current calculations of the significant support refund figure in year 2000.
2. Enterprise Ireland provided additional supports to ensure companies were in a position to
withstand the significant impact of the recession during the period 2008 to more recent times.
3. Additional supports relating to Dairy, Beef and Sheep, and Food Competitiveness Funds were
administered by El on behalf of third party agencies during the period and form part of the
calculation.
4. A lower number of jobs sustained compared to earlier seven year periods in the context of

the severe economic recession and resulting job losses.

The 2014 Cost Per Job Sustained will be calculated following completion of the Annual Accounts for

2014 and published in the Annual Report during Quarter 2 2015.

3. Anote on the investment in TVC holdings along with the independent advice given to El
regarding venture capital investments

Summary 1997 to 2007

In 1997, Enterprise Ireland approved commitments of €22.8m for two funds managed by TVC
Management under the Seed and Venture Capital Schemes; these were called TVC Funds 1 & 2.
Enterprise Ireland invests in venture capital funds in line with its delegated powers under a number
of schemes to increase the availability of funding to support job creation and to leverage private
capital to support investment in Irish companies. Enterprise Ireland at all times invests on a pari passu

basis with private investors.

€19.6m of the approved total commitment of €22.8m was drawn down by the fund managers in line

with the commitments of other investors to the Funds.

During the period 1997 to 2013 via distributions and divestments Enterprise Ireland received

€12.225m resulting in a loss of €7.375m.



IPO Flotation 2007

In 2007, TVC Management decided to merge the Management Company and the two Funds into a
new Company called TVC Holdings Plc. TVC Plc was floated in 2007 on the Irish and UK Stock Exchanges
(ISM and AIM).

Over the lifetime of the funds and at the time of the flotation, TVC had retained investments in a
number of Enterprise Ireland client companies including Norkom Technologies , The TAS Group,
Shenick Network Systems and CR2 Ltd, with these Companies collectively employing approximately

256 plus employees and generating sales of €52m plus.

In 2008, TVC as a listed Company made its last investment, it acquired an 18% shareholding in UTV.

Share Price

The IPO price was €1.50 per share, Enterprise Ireland and the other pre-IPO shareholder was restricted
from selling shares at the flotation and had to hold their shares during the restricted trading period.

During this time the share price collapsed, subsequently falling to a low of €0.49 per share.

The share price remained at less than half the issued IPO price until early 2011, when the sale of
Norkom Technologies generated a significant cash return of €65m plus for TVC. Norkom Technologies
was a scaling client of Enterprise Ireland. This cash return increased the value of TVC shares with the

highest price recorded over the period 2011 to 2013 being €0.84.

In 2012, TVC received a further 9.2m from the sale of the TAS Group, increasing its cash holdings to
€80m.

The management of TVC advised the market that they would seek new investment opportunities to
invest the cash proceeds from Norkom, the management later notified that market that over the
period 2011 to 2013 they could not find any attractive investment opportunities and were going to
return the majority of the cash to shareholders. This announcement had a positive impact on the share
price, with it reaching it highest price in over 4 years. However, this strategy was no longer aligned to

the investment objectives of Enterprise Ireland and its mandate to supporting job creation.

Sale

Enterprise Ireland had been monitoring the share price since flotation and it was expected after the

Norkom sale that TVC Plc would seek to invest its significant cash reserves into new Companies



resulting in increased job creation in the State and increasing shareholder value. The Enterprise Ireland

executive were also in periodic contact with the company.

In March 2013, a Sub Committee of the El Board (IPRC) reviewed Enterprise Ireland’s strategic
investment in TVC. Due to the lack of new investments being made by TVC with its €80m in cash
reserves, TVC's reduced investments in Irish Companies and the share price over the period the Sub

Committee approved that a divestment strategy should be reviewed for the shares.

In mid-May 2013, the management of TVC announced that they could not find any investments
opportunities to deploy TVC’s significant cash reserves and were going to distribute €50m to

shareholders. This announcement pushed the TVC share price to its highest level in 4 years.

In late May 2013, Enterprise Ireland executives reviewed all the information available and considered
the options open to Enterprise Ireland in terms of holding or divesting shares. The feedback from

detailed discussions with the various brokers was also considered.

At this meeting executives also reviewed the latest broker reports on TVC from Merrion Capital and
Davy Stockbrokers, these broker’s valuation of TVC and their views on TVC’s assets and comments on

the share price.

Following this meeting it was agreed that a formal recommendation be made to a Sub Committee of
the Enterprise Ireland Board (IPRC) that Enterprise Ireland should seek to divest its shareholding while
the share price was at its highest price in four years and also due to the potential uncertainty regarding

the share price after TVC distributed the majority of its cash holdings to shareholders.

In June 2013, a Sub Committee of the Enterprise Ireland Board (IPRC) reviewed the information
provided and considered the recommendation and subsequently approved the full divestment of

Enterprise Ireland’s shares at the market price.

Following the approval Merrion Capital were engaged on divesting Enterprise Ireland’s shares, to
achieve the best market price together with advising on the best options for selling and ensuring

compliance with the Irish and English stock exchange rules, and all aspects of the sales process.

By the 26" of June Enterprise Ireland divested its full shareholding in TVC for €6.1m.



4, A breakdown of
i.  The communication and IT costs for 2012 and 2013
ii.  The professional fees paid in the years 2012 and 2013
iil.  Operating expenses for the years 2012 and 2013
iv.  The companies involved in (i), (ii) and (iii) above and the value of contracts
Enterprise Ireland adheres to National and European Public Procurement guidelines and seeks the

most competitive quotes when procuring goods and services which ensure value for money.

1. Communication & IT Costs - €2.688m (2012 - €2.605m)
The breakdown of Communication & IT Costs for 2013 and 2012 is set out in Appendix 1.
The expenditure can be broken down across 3 broad headings: Telecommunications, IT Service

Contracts and Software Acquisition.

2. Professional Fees - €2.328m (2012 - €2.104m)
The breakdown by Supplier and Description of Service Provided for Professional Fees for 2013 and

2012 is set out in Appendix 2 and 3.

3. Other Operating Expenses - €0.641m (2012 - €0.912m)
The breakdown of Communication & IT Costs for 2013 and 2012 is set out in Appendix 4.

5. A note on the investigation being carried out regarding claims of harassment and corruption in
El.

The investigation referenced is being conducted by the Department of Jobs, Enterprise and

Innovation. Following a formal tender process, the Department appointed Capita to undertake a

review of the adequacy of Enterprise Ireland's responses to a number of allegations made by a

previous member of Enterprise Ireland staff.

At the time of preparing this response to Public Accounts Committee, February 2015, this review is

ongoing.

It is anticipated that a report will be available towards the end of March. Further queries may be

addressed to the Department of Jobs, Enterprise and Innovation.



6. An information note on the merger of CEB’s to local authorities including
i. A breakdown of the CEB’s that have transferred
ii.  Details of the properties that the CEBs now occupy and details of any leases on
offices either retained or vacated including costs
iii.  Details of staff contracts.

The following Information is in relation to former CEBs/Local Enterprise Office lease arrangements as
of 01 January 2015. At the time of dissolution a number of lease arrangements were due for
renewal. El directed CEBs not to renew leases and where possible to negotiate a licence

arrangement to facilitate moves to local authority offices.

The following former CEBs now Local Enterprise Offices have moved to local authority offices:

Clare Cork City Dublin City

Fingal Kildare Limerick City

Limerick County Leitrim Longford

Louth Offaly Roscommon

Tipperary South Tipperary North Waterford City

Waterford County Westmeath Wexford
Notes:

e Local authorities in Waterford, Limerick and Tipperary have merged
e Limerick City and Limerick County CEBs have merged into one location.

e Tipperary South and Tipperary North County Councils have merged but have established a
LEO office in both Nenagh and Clonmel. Both new locations are local authority offices.

The following former CEBs were already in local authority offices:

Cork West Kerry South Dublin

Wicklow

The following former CEBs are due to move to local authority offices:

Cork South Laois




The following former CEBs have retained leases in former CEB premises.

Lease
LEO Lease* end date | Cost-€ | Basis Comment
Anchor tenant in CEC and shares
Carlow 31.12.2015 | 25,000 per annum administration
Cavan 31.12.2017 | 23,579 per annum Anchor tenant in CEC
Cork North 30.04.2015 | 22,506 per annum Landlord is Cork Co Co
New offices in County Hall under
month to construction; due to move Dec/Jan ;
Cork South 2016 | 36,000 month month to month lease.
Donegal 31.12.2015 | 19,380 per annum Enterprise Centre tenant
Dun Laogh /
Rath 2017 | 47,207 per annum Enterprise Centre tenant
Kilkenny 2020 | 20,540 per annum Private landlord
Awaiting options from Laois co Co;
Laois none | 19,800 per annum month to month lease.
CEB have vacated building; lease
Louth 01.05.2016 | 70,242 per annum liability accrues to El
Mayo none | 27,000 per annum Landlord is Mayo Co Co
1256 payable
month to New offices in County Hall under
Meath month to month | 15,072 month construction; month to month lease
Monaghan 30.12.2016 | 9,558 per annum Anchor tenant in CEC
CEB have vacated building; lease
Wexford 01.10.16 | 18,750 per annum liability accrues to El
354,634

*lease or licence end date

Details of staff contracts.

31 former CEB Staff members opted to join Enterprise Ireland and have been formally seconded by

Enterprise Ireland to the relevant Local Enterprise Office. These staff transferred to Enterprise Ireland

on their substantive grade and with their existing CEB terms and conditions in relation to

remuneration. Their non-pay terms and conditions are those of the relevant Local Authority.
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APPENDIX 1

COMMUNICATIONS AND IT COSTS
2013 2012
€'000 €'000
TELECOMMUNICATIONS
Telecommunications - Fixed Voice 410 413
Telecommunications - Data (Ireland and Overseas) 303 155
Telecommunications - Mobile 390 404
Sub- Total 1,103 972
IT SERVICE CONTRACTS
Hosting 40 52
Software Licensing 535 526
Hardware Support and Maintenance 99 149
Network Support and Maintenance 145 257
Applications Support and Maintenance 29
IT Contractors 317 287
IT External Service Providers 103 114
Sub- Total 1,267 1,385
SOFTWARE ACQUISITION
Software Business Applications 318 249
Sub- Total 318 249
TOTAL 2,687 2,606
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