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REPORT OF THE DIRECTOR OF COMMERCIAL DEVELOPMENT & INVESTMENT 
AND PORTFOLIO HOLDER: INCLUSIVE GROWTH AND THIRD SECTOR 

 
LIVERPOOL CITY REGION STRATEGIC INVESTMENT FUND: ESTABLISHMENT OF 

A FLEXIBLE GROWTH FUND 
 

 
1. PURPOSE OF REPORT 
 
1.1. This report seeks Combined Authority (“CA”) approval to establish a Flexible 

Growth Fund (“FGF”). Whilst this is intended as a stand-alone fund, its concept has 
been developed as one of three financial business support mechanisms alongside 
the Inward Investment Facilitation Fund (“I2F2”) and the Brexit Resilience Fund 
(“BRF”) and reports on these funds are also submitted to this CA meeting. 

 
1.2 Please note that this report is progressing under the investment process provided in 

the CA’s investment strategy and assurance framework. The assurance framework 
states that the basis for CA approval shall be “a summary project submission, 
summary appraisal submission and the Investment Panel’s commentary.” This 
report follows that requirement.  
 
 

2. RECOMMENDATIONS 
 
2.1. It is recommended that the Liverpool City Region Combined Authority: 
 

(a) Approve the provision of a loan fund of £20m (the Flexible Growth Fund); and 
 

(b) Commit £5m of SIF resources today and delegate authority to the Portfolio 
Holder for Inclusive Growth and Third Sector and the Director of Commercial 
Development & Investment to commit the remaining £15m as demand for 
funding occurs; and 
 

(c) Grant authority to the Director of Commercial Development & Investment to 
finalise negotiations of detailed terms of the Fund and associated agreements in 



consultation with the Combined Authority Monitoring Officer and Combined 
Authority Treasurer. 

 
 
3. BACKGROUND 
 
3.1. The CA is seeking to create a comprehensive suite of business support 

programmes to incentivise new businesses to invest in the LCR, incentivise existing 
businesses to undertake a greater number of investment projects and, over time, 
increase the take up of commercial finance to help support business growth in the 
LCR economy. The CA is also seeking to create a fund to help offset the anticipated 
detrimental effects a disorderly or so called “no deal” Brexit could have on the LCR 
economy. 

 
3.2. The Flexible Growth Fund (FGF) aims to incentivise existing LCR businesses to 

invest. A loan fund mechanism has been developed that provides finance on more 
flexible terms and at a more competitive rate than other available and under-used 
schemes. The intention is that existing LCR companies considering an investment 
can access loans at a subsidised interest rate and with lower security requirements 
than the commercial sector. The FGF also aims to create a culture where 
businesses recognise the benefit that loan funding can play in accelerating 
investment decisions with a view to refinancing through commercial sources. 

   
3.3. This fund is also intended to provide a repayable element to the City Region’s public 

investment offer, moving away from an exclusively grant led culture, as Greater 
Manchester has done. This said, the CA is also preparing an ERDF programme of 
small grants, up to £100k, for growing SMEs.  

 
3.4. The Inward Investment Facilitation Fund and the Brexit Resilience Fund are 

products that are aligned with the FGF activity and reports have been submitted to 
the Board as separate papers.  

 
3.5. FGF administration will be provided by an outsourced fund advisor. A procurement 

exercise is underway for the selection of such a fund advisor (with the potential for 
the fund advisor to also administer the Brexit Resilience Fund).1 

 
 
4. SUMMARY APPRAISAL 
 
4.1. The CA engaged SQW to conduct external, economic appraisal of the Project. This 

report concluded that the project represents very good value for money on a 
standalone basis and relative to comparators with a benefit cost ratio of 2.97:1 and 
creating 538 gross jobs and 237 net jobs.  

 
 
5. INVESTMENT PANEL CONSIDERATIONS 

 
5.1. At its meeting on 7 August 2019, the SIF external investment panel endorsed the 

FGF application to proceed to CA consideration.  
 

                                            
1
 At the time of drafting, this procurement had closed and been assessed with legal contracting work pending 

the CA decision. 



5.2. The panel made specific requests as follows: 
5.2.1. 6-month review of (i) internal team capacity and (ii) speed of decision 

making; 
5.2.2. Review of monitoring & evaluation approach with CA PMO team; 
5.2.3. Review of payment processes with Finance (internal drawdown, monitoring 

and repayment procedure); and 
5.2.4. 12-month report back to the external panel on the performance of the fund. 
 

5.3. The investment panel also set out a range of more detailed practical actions 
required to ensure that the FGF was established effectively, and these measures 
are being built into the launch preparations. 
 

 
6. RESOURCE IMPLICATIONS 
 
6.1. Financial 

The total SIF commitment for the FGF is £20m funded through Gainshare Capital. 
Of the £20m, only £5m is sought from SIF Round II initially with the balance to be 
approved with delegated authority in accordance with paragraph 2.1(b) of this 
report.  

 
6.2. Since the FGF is a repayable instrument, the actual cost to the CA will be 

contingent on the scale of loan defaults and the cost of the administration of the 
funds through the external fund advisor. The FGF has a modelled worst-case 
default rate of 15%. The cost of the fund advisor has been determined through a 
procurement exercise and is based on a flat fee of £127,500 plus a percentage fee 
applied at different stages of assessment, award and management. The revenue 
costs of the fund advisor’s fees will be funded from the £20m allocated to the BRF. 

 
6.3. The FGF is intended as a recyclable fund with the repaid funds being used to loan 

fund later applications until the fund is exhausted or until the policy measure is 
withdrawn.  
 

6.4. Human Resources 
No additional resources will be required. The promotion of the scheme and an 
outline of the application process will be provided by the One Front Door and 
Growth Hub mechanisms, application appraisal, contracting and monitoring will be 
undertaken by the fund manager. The SIF team will monitor the performance of the 
fund manager.  

 
6.5. Physical Assets 

Not applicable 
 
6.6. Information Technology 

Not applicable 
 
 
7. RISKS AND MITIGATION 
 
7.1. The key risk in respect of the project is that loan default rates are higher than 

anticipated and the fund is therefore more costly than forecast to the CA. This risk 



has been mitigated through the decision to appoint an experienced fund manager to 
undertake the due diligence and post-award monitoring & evaluation. 

 
7.2. There is also a risk of misuse within the Fund and the Investment Team and Legal 

Team will closely monitor compliance. The governance arrangements are being 
developed and will be in place before the scheme is launched – but will principally 
ensure that funding is provided in instalments and before fund release the 
appropriate evidence of compliance will be required from applicants. 

 
7.3. A further risk is that the awareness and take-up of funds falls short of that 

anticipated. This risk is being addressed through a widescale communication 
process involving the Growth Hub and its partners and also through the LEP’s 
Business and Professional Services Board (ensuring that all intermediaries involved 
in financial services are aware of the funds). 

 
 
8. EQUALITY AND DIVERSITY IMPLICATIONS 
 
8.1. Equality and Diversity implications are considered as part of the appraisal process 

in accordance with the CA’s Investment Strategy. 
 
 
9. COMMUNICATION ISSUES 
 
9.1. All projects approved will be subject to the CA’s branding guidelines and publicity 

requirements placed upon applicants to the Funds. In addition, the CA will, through 
its adopted communication protocols, publicise the launch of funding and the award 
of funding to individual projects and the associated envisaged outcomes as 
individual funding awards are provided.    

 
 
10. CONCLUSION 
 
10.1. This report presents the Flexible Growth Fund as part of a suite of business 

investment and growth measures and requests approval for the Director of 
Commercial Development & Investment to proceed with the finalisation and 
disbursement of the fund.  

 
 

MARK BOUSFIELD 
Director of Commercial Development and Investment 

 
COUNCILLOR PAT HACKETT 

Portfolio Holder: Inclusive Economy and Third Sector 
 

Contact Officer(s): Mark Bousfield, Director of Commercial Development and Investment  
 
Appendices:   
 
1. SIF FBC for the Fund –is exempt by virtue of paragraph 3 of Part 1 of Schedule 12A of 

the Local Government Act 1972 



2. SQW Economic Appraisal for the Fund – is exempt by virtue of paragraph 3 of Part 1 
of Schedule 12A of the Local Government Act 1972 

 
Background Documents:  N/A 


