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1. PURPOSE OF REPORT 
 
 This report seeks Liverpool City Region Combined Authority (LCRCA) approval to 

award Strategic Investment Funding (SIF) to support the development and delivery 
of Liverpool City Region Ventures (the Project).  Liverpool City Region Ventures 
(working title) will be established as a new vehicle to provide incubator services 
and associated proof of concept funding to support high growth start-ups and spin-
outs in the Liverpool City Region (LCR). Initially the Project will focus on the Health 
and Life Sciences sector (H&LS) but with the ambition to expand to other sectors 
in future as and when funding becomes available. 

 
 
2. RECOMMENDATIONS 
 
 It is recommended that the LCRCA: 
 

(a) Approve £10.475m from SIF Gainshare Revenue for the Project;  
 
(b) Note that up to £2.975m of this allocation will be for phase II of the Project 

which is still under development and will be subject to the full SIF 
assurance process review; 

 
(c) Subject to approval for the overall Project, approve entry into interim 

arrangements with the Academic Health Science Network for North West 
Coast (acting through its lead trust Liverpool Heart and Chest Hospital 



NHS Foundation Trust) as the initial grant recipient to commence the 
establishment/mobilisation phase of the Project; 

 
(d) Subject to approval for the overall Project, and following satisfaction of the 

establishment/mobilisation phase, approve the subsequent transfer of the 
Project. 

 
(e) Grant delegated authority to the Interim Executive Director Strategic 

Commissioning and Delivery to finalise negotiations of detailed funding 
terms and associated agreements for the Project specified at (a) above in 
consultation with the Combined Authority Monitoring Officer and 
Combined Authority Treasurer. 

 
 
3. BACKGROUND 
 
3.1 The LCR has a significant array of distinctive, nationally significant and (in some 

cases) world-leading, innovation assets and capabilities, as highlighted in the 
seminal 2017 LCR+ Science & Innovation Audit. These assets include the STFC 
Hartree Centre for cognitive computing, Materials Innovation Factory for materials 
chemistry and Liverpool School of Tropical Medicine for infectious diseases. 
Despite this, the LCR underperforms in terms of translating ideas and knowledge 
into commercial success and new business formation. Put simply, LCR has too 
few commercialisation episodes. Less commercialisation fails to convert our 
significant innovation assets and capabilities into jobs for LCR residents. 

 
3.2 The LCRCA has set itself a stretching target to increase business research & 

development (R&D) spending in the City Region to 5% of GVA by 2027. Note this 
exceeds the national target of 2.4% of GDP over the same timeline. To this end, 
the LCR Economic Recovery Plan targets investing £158m to deliver long-term, 
stable investment for high growth companies alongside integrated business-led 
business support to stimulate a cultural shift that will help us “build back better” 
and contribute to the “levelling up” agenda. By contributing to long term 
productivity growth, it also addresses the priorities of Central Government‟s Plan 
for Growth published with the Spring Budget.   

  
The Project  

 
3.3 Liverpool City Region Ventures (working title) will establish a centralised 

commercialisation vehicle for the LCR. This will provide the capacity and capability 
to address the market and information failures currently inhibiting 
commercialisation of innovation. The ask of the SIF is an initial £7.5m from 
Gainshare Revenue to establish a new company limited by guarantee.    

 
3.4 It is proposed that the company will be established as an independent SME 

(hereinafter referred to as NewCo).  Such a  status allows the NewCo to maximise 
access to funding streams, however this limits the level of control the Combined 
Authority can have in relation to the NewCo. This risk will be mitigated by 
integrating the NewCo within the existing LCR Innovation Ecosystem and ensuring 
oversight from the LCR Innovation Board together with input from the Advisory 
Board. The terms of the Funding Agreement will also place requirements on the 



LV Company to mitigate the control issue.   The project aims for NewCo to be 
established within two months of CA approval.  

3.5  The delivery of Phase I has been split into two stages: (1) company set-up and (2) 
operation.  The AHSN, via the Innovation Agency is Applicant for stage 1. Once 
the CLG is As such, Heads of Terms (HoTs) for 2 separate, but connected, GFAs 
have been developed 

 
3.6  The purpose of the NewCo is to provide a specialist venture builder (incubator) 

and a highly targeted proof of concept funding to support the development of high 
growth potential businesses in knowledge intensive sectors within the LCR, initially 
in the H&LS sector. Once established, the incubator team will seek to secure 
additional investments from other investors. 

 
3.7 A second phase is in development to expand the model beyond H&LS to provide 

significant commercialisation and R&D activity in the LCR. £2.975m Gainshare 
Revenue is requested for this expansion which requires the new company to be 
established as a Research Technology Organisation and for provision to be made 
for additional roles within the governance and management structure. Funding for 
this second phase would flow directly to the new company subject to a full SIF 
appraisal. 

 
3.8 The new company aims to complement and integrate with the existing business 

and innovation support landscape in the LCR and has been co-developed by 
Growth Platform, the LCRCA and the Academic Health Science Network for North 
West Coast via the Innovation Agency. This is seen as a core element of soft 
infrastructure for the business ecosystem that addresses an evidenced need and 
integrates with other complementary projects in development. 

 
3.9 The Innovation Agency has explored the option to take space in the Knowledge 

Quarter and/or Sci-Tech Daresbury to accommodate the incubator team. The 
incubator will not be offering physical space to participating ventures instead 
working on a “soft start-up” model. 

 
 
4. SUMMARY APPRAISAL   
 
4.1 The LCRCA appointed SQW to conduct an external economic appraisal of the 

Project.  The report estimates that the Net Present Public Value (NPPV) of the first 
phase of the Project stands at £20.2m with a BCR of 4.0, and therefore represents 
high value for money. Early analysis on Phase II activities suggests it will deliver a 
BCR of 3.2. 

 
 
5. EXTERNAL INVESTMENT PANEL CONSIDERATIONS 
 
5.1 At its meeting on the 17 June 2021, the SIF External Investment Panel endorsed 

the full business case to proceed to the LCRCA for consideration. 
 
5.2 The Investment Panel recommended that the LCRCA should retain active 

oversight of the governance of the vehicle given it is a core element of soft 
infrastructure for the business ecosystem. As part of this oversight, the Panel 
recommended that the LCRCA receives regular updates on the Project to ensure it 



integrates with other complementary projects in development and considers 
emerging sectoral strengths for investment. 

 
 
6. RESOURCE IMPLICATIONS 
 
6.1 Financial  
 
 In addition to the £10.475m of Gainshare Revenue requested from SIF, the 

LCRCA has also contributed £60k Pre-Development funding towards the 
development of the Project. 

 
6.2 Human Resources 
 
 The Investment Team and Legal Team will lead the preparation of the Funding 

Agreement with the Academic Health Science Network for North West Coast and 
the new commercialisation vehicle, once established. 

 
The Investment Team and Legal Team will work closely with the Academic Health 
Science Network for North West Coast for the initial funded period to determine 
and ensure an appropriate long-term governance structure is in place. It is 
estimated that this period will be 3 - 6 months.  
 
The Programme Management Office will have responsibility for managing the 
delivery of the LCRCA‟s investment. 

 
6.3 Physical Assets 
 
 There are no physical asset implications arising from this report. 
 
6.4 Information Technology 
 
 There are no IT implications arising from this report.  
 
 
7 LEGAL IMPLICATIONS 
 
7.1  The LCRCA will enter into Funding Agreements with the Academic Health Science 

Network for North West Coast and the new company, once established, which will 
be drafted by Legal Services, in accordance with agreed Head of Terms for the 
scheme.   

 
7.2 The proposed funding arrangements will be subject to the UK‟s Subsidy Control 

Commitments, which replaced EU State Aid rules for all funding arrangements 
agreed after 1st January 2021 (the end of the Brexit transition period).  This 
includes principles on subsidy control which are set out in the UK-EU Trade and 
Co-operation Agreement.   

 
  



 
8 RISKS AND MITIGATION 
 
8.1 The identified risks include: 
 
8.2 Financial sustainability 
 
 The £7.5m allocation is the minimum viable amount required to launch phase one 

of this project.  It is likely that further funding contributions may be required (based 
on performance and funding availability) and match funding from industry for the 
company to continue operating beyond year 5. 

 
8.3 Impact 
 
 The economic model assumes ready access to a local seed fund and attractive 

angel investment for follow-on funding purposes.  Without this all/some of the 
projects may not progress beyond TRL3/4. Although plans for a LCR seed fund 
are being tested, there is no certainty that this will provide funding to those 
companies supported by this Project. 

 
8.4 Delivery  
 
 This Project relies of the support of key stakeholders – higher education 

institutions and NHS Trusts in particular. 
 
8.5 Management & Governance 
 
 This Project will take a central role within the evolving innovation ecosystem 

therefore the identity of the guarantors and the composition and role of the 
advisory board will be key. 

 
 The project‟s success relies on recruiting the right specialist core team to support 

Innovation.   
 
 
9 EQUALITY AND DIVERSITY IMPLICATIONS 
 
 No adverse impacts are anticipated. The project applicant has completed the 

Social Value Questionnaire and accords with LCR aims. 
 
 
10 PRIVACY IMPLICATIONS 
 
 There are no privacy implications in this report.  
 
 
11 COMMUNICATION ISSUES 
 
 All projects will be subject to the LCRCA‟s branding guidelines and publicity 

requirements placed upon them as part of the funding agreement. In addition, the 
LCRCA will, through its adopted communication protocols, publicise the award of 
funding to the project. 



 
 
12 CONCLUSION 
 
12.1 This report presents the proposed incubator and associated „challenge fund‟ to 

support high growth potential businesses in knowledge intensive sectors within the 
LCR, initially focused on the Health and Life Science sector. 

 
12.2 Delegated approval is sought for the Interim Executive Director Strategic 

Commissioning and Delivery to proceed with the finalisation of the funding 
agreements in consultation with the Combined Authority Monitoring Officer and 
Combined Authority Treasurer. 

 
 

AILEEN JONES 
Interim Executive Director of Strategic Commissioning and Delivery 

 
COUNCILLOR J WILLIAMSON 

Portfolio Holder: Inclusive Economy and Third Sector  
 

Contact Officer: Aileen Jones, Interim Executive Director Strategic Commissioning and 
Delivery 

Email: aileen.jones@liverpoolcityregion-ca.gov.uk  
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