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LIVERPOOL CITY REGION COMBINED AUTHORITY 
 

Friday, 20 January 2023 
 

Report of the Executive Director - Investment and Delivery and the Portfolio Holder 
for Inclusive Economy and Third Sector 

 
FLEXIBLE GROWTH FUND - EXTENSION OF INVESTMENT PERIOD AND FUND 

MANAGER AGREEMENT 
 

1. PURPOSE OF REPORT 
 

Approval is sought to extend both the Flexible Growth Fund’s Investment Period and 
the existing Fund Manager Agreement with River Capital until the 31st of March 2024. 
In addition, a number of improvements to the Fund have been identified to ensure 
alignment with wider Combined Authority objectives.  

 
 

2. RECOMMENDATIONS 
 

It is recommended that the Liverpool City Region Combined Authority: 
 

(a) extend the Flexible Growth Fund’s Investment period to the 31st of March 2024; 
(b) extend the existing Fund Manager Agreement with River Capital to the 31st of 

March 2024; and 
(c) grant delegated authority to the Executive Director for Investment and Delivery 

in consultation with the Combined Authority Monitoring Officer and Treasurer to 
finalise extension arrangements and implement identified improvements to the 
Flexible Growth Fund. 

 
 
3. BACKGROUND    
 
3.1. The Flexible Growth Fund was launched by the  Combined Authority in January 

2020. The scheme was designed to unlock positive investment decisions and 
address the provision gap for finance by offering fast and flexible low-interest loans to 
Liverpool City Region SME businesses undertaking expansion projects that can, 
across the Fund’s portfolio, raise at least 50% in match funding from the private 
sector. 

 
3.2. It was identified that the underperformance of the Liverpool City Region in attracting 

business investment presents a market failure and creates a strategic case for public 
intervention. Liverpool City Region businesses with significant investment projects 
have typically been less able to access commercial funding products and have 
historically been overly dependent on grant. As a result, reduced investment has 
constrained business growth and productivity in the Liverpool City Region.  

  



 
3.3. The objectives of the fund were to: 

 

 Allow projects to proceed which present significant job creation/ job 
safeguarding opportunities; 

 Increase long-term productivity by enabling businesses to invest in new 
technology, plant, and machinery where this would not have happened without 
intervention; 

 Support businesses in accessing additional commercial sources of finance (for 
example, evidence of loan approval from the Combined Authority may give 
other lenders confidence to provide the remaining project sums necessary); 

 Support the development of businesses with high growth potential, or which are 
in priority sectors for the Strategic Investment Fund; and 

 Incentivise inward investment into the Liverpool City Region (by providing a 
debt product to larger inward investor proposals separate from the Inward 
Investment Facilitation Fund (grant)). A recent example would be the £1m 
Flexible Growth Fund loan to an SME to fund a £6m inward investment by a 
sustainable packaging manufacturer to the Wirral. 

 
3.4. Following a competitive procurement process, Merseyside Special Investment Fund 

were awarded the contract to act as the Flexible Growth Fund, fund advisor, through 
their subsidiary Alliance Fund Managers (now called River Capital). It is River 
Capital’s role to market the fund, build deal flow, carry out both appraisal and due 
diligence on applications, before taking projects to their investment committee for a 
decision. If an application is approved, then it will be sent to the Combined Authority 
for final approval. Interest on the loans is charged at a flat rate of the Bank of 
England Base Rate plus 2 percent. 

 
3.5. In January 2020 the original £20m allocation of funding was approved and launched 

by the Combined Authority. The initial tranche of £4.5m was released to River Capital 
with £0.5m being retained by the Combined Authority to cover fund advisor fees. In 
September 2021, following a review of the existing portfolio of projects and the future 
project pipeline, a recommendation was made for further funding to be released out 
of the allocation into the Flexible Growth Fund, and the Combined Authority approved 
an additional £4m which was to be released in two separate tranches of £2m. The 
first additional tranche was released in March 2022.  

 
 
4. CURRENT POSITION 
 
4.1. The timing of the launch of the Flexible Growth Fund was impacted by the economic 

effects of COVID-19, which resulted in businesses transitioning from capital growth 
projects to survival mode. Therefore, considering the hindered start, the current 
position is viewed as good with material improvement seen through 2022 and into the 
pipeline. 

 
4.2. To date, 9 investments have been supported, totalling £4.61m of debt financing 

provided to enable LCR businesses to proceed with their growth projects. 
  



 
4.3. Total payments into the fund as at 30/9/22 are £6,961,153, including two payments of 

£4.5m and £2m for investment in LCR SMEs, and the residual £461,153 representing 
fees paid to River Capital by the Combined Authority to date, out of the £500k 
allocated. The second tranche of £2m approved by the Combined Authority in 
September 2021 has not yet been released to River Capital. Further funding into 
Flexible Growth Fund is dependent on current pipeline of projects and subject to 
approval checks by the Combined Authority. 
 

4.4. Metro Dynamics was recently commissioned by the Combined Authority to conduct a 
mid-term process and impact evaluation of the Flexible Growth Fund. The evaluation 
was undertaken between January and May 2022 with a final report and findings 
issued in June 2022.  

 
4.5. The Flexible Growth Fund Evaluation Report states that the projects supported so far 

will create at least 100 new jobs and 142 safeguarded if projects are delivered as 
planned (17% of overall new jobs created target). The objectives of the fund were  
both to create and safeguard jobs and the safeguarding is higher than the created 
suggesting there is more to do in the growth of new jobs. As a result of these 
findings, the Flexible Growth Fund will place a greater focus on job creation going 
forwards. 

 
4.6. From the £4.61m of investments currently deployed under the Flexible Growth Fund, 

there has been over £12m of private sector funding leveraged in the LCR. With the 
original target for this metric being a 1:1 match, this is a significant over performance. 
This means that the Flexible Growth Fund has been highly effective as a mechanism 
to attract private sector investment into the Liverpool City Region, demonstrating the 
wider economic benefit of operating this Fund. 

 
4.7. Key findings of the Flexible Growth Fund evaluation report (June 22) published by 

Metro Dynamics include: 
 

 There is a strong rationale for the continuation of Flexible Growth Fund which is 
directly aligned to innovation-led growth priorities and economic needs. 

 The product offer continues to be attractive to business, and despite the 
pandemic impacting early take-up, a strong pipeline of projects is developing. 

 Projects take longer to bring forward for investment than expected, and there is 
an on-going need to stimulate demand and support businesses with project 
development.  

 Robust management and appraisal processes have supported delivery and 
provided assurance regarding contract compliance and transparent decision-
making.  

 The appointment of River Capital has provided technical expertise in fund 
management, the financial structuring of investment deals, and business 
advisory support to support delivery. 

 
4.8. As a result of the evaluation findings and a further review by the Combined Authority, 

a number of improvements to the Flexible Growth Fund have been identified and are 
in the process of being implemented. 

  



 
4.9. River Capital currently has 13 active projects in the pipeline for the Flexible Growth 

Fund, with an expected investment requirement totalling £5.7m. From this pipeline, 
60% of the opportunities quoted suggest that following application approval through 
our assurance process, £3.42m could be drawn down before the end of March 2023.  

 
4.10. River Capital has a dedicated Marketing resource to target businesses across the 

Liverpool City Region and is compiling a marketing strategy to build lead generation, 
which the Investment Team and Growth Platform are feeding into for maximum 
effectiveness. 

 
 
5. PROPOSED INVESTMENT PERIOD AND FUND MANAGER EXTENSION 

STRATEGY 
 
5.1. With consideration for the current macroeconomic headwinds (Inflation, energy crisis, 

recession) there is a strong rationale to continue the Flexible Growth Fund to support 
and unlock business investment across the Liverpool City Region. The Flexible 
Growth Fund’s original investment period was approved until 31st March 2023, and it 
is therefore recommended that this be extended by a further year until 31st March 
2024. 

 
5.2. The existing 5-year Flexible Growth Fund Manager Agreement had an initial three 

year term expiring on the 3rd anniversary of the agreement (17th Dec 2022), with an 
extension clause which enables the Combined Authority to extend the agreement by 
up to 2 years at its discretion. Officers have notified River Capital of an initial 
extension until 31st March 2023 to mirror the current Flexible Growth Fund 
Investment Period.  

 
5.3. Building on the Metro Dynamic report and the findings of the Investment team, the 

view is that with the right level of revised oversight the Flexible Growth Fund delivery 
via River Capital continues to have the potential to support a segment of the 
business ecosystem. Therefore, approval from the Combined Authority is sought to  
further exercise the Fund Manager Agreement extension option until 31st March 2024 
in line with the proposed extension to the Investment Period. This single year  
extension allows River Capital and the Combined Authority to focus on ramping up 
performance of the fund with a review horizon for further action. This will provide 
enhanced performance data prior to the Combined Authority considering any further 
extension of the Fund beyond 31st March 2024.  

 
5.4. To not extend would see the Flexible Growth Fund cease making new investments 

and this would lead to market failure in a segment of SME support that has been 
identified in the city region community. 

 
  



 
6. IMPACT AND IMPLICATIONS  
 
6.1    Financial  
 

The £500,000 fund manager fee allocation currently assigned was provided to cover 
39 months of the fund, up to the end of the current investment period  
(31st March 2023). Therefore, an approximate estimate is that the fees for the 
extension will be a further £150,000. 

 
It is not possible to forecast the exact figure of Fund Manager fees that will be due as 
a result of the extension as this will be dependent upon the number of applications 
progressed to approval however all fees will be paid from the existing allocation of 
approved funding which has sufficient headroom to accommodate. The total funding 
allocation approved to date by the Combined Authority for the Flexible Growth Fund 
is £9m (inclusive of Fund Manager fees), of which £2,038,847 is yet to be released to 
River Capital. 
 
The Flexible Growth Fund is a loan fund, and monies repaid will be recycled to loan 
fund further applications in line with the terms on which the Combined Authority 
originally approved the Fund. 

 
6.2 Supporting the Corporate Plan  
 

A Fairer City Region 
A Stronger City Region 
A Cleaner City Region 
 
The proposed recommendations will support the Corporate Plan by strengthening the 
Liverpool City Region’s business support offering, specifically in regard to businesses 
seeking growth capital.  

 
6.3 Climate Change  
 

The investment strategy for the Flexible Growth Fund was originally focused on 
capital projects related to job creation. However, as part of the recommended 
improvements to the Fund, an adaptation will be inserted into the investment strategy 
to allow sustainability projects to be considered which may have a direct or indirect 
safeguard impact on jobs as well as indirect growth opportunities for the companies 
supplying into the borrower. Also alongside social value each project’s sustainability 
profile will be considered through the lifecycle of the lending journey.  
 

6.4 Equality and Diversity  
 

As part of the recommended improvements to the scheme, conversations will take 
place with River Capital to establish how Equality, Diversity and Inclusion 
considerations can be further embedded into the Fund. Such activities will be direct 
borrower engagement as well as referrals into the wider Liverpool City Region 
ecosystem, such as the Race Equality Hub. 

  



 
6.5 Social Value 
 

As part of the recommended improvements to the scheme, conversations will take 
place with River Capital to establish how Social Value considerations can be further 
embedded into the Fund. This will be considered across the lifecycle of the lending 
journey to ensure that borrowers are embedding principles from the Expression of 
Interest stage through to tangible output deliveries at the conclusion of the underlying 
project. Such conversations and process changes will involve cross team working 
within the Combined Authority including the Social Value Lead Officer. 

 
6.6 Legal  
 

The Combined Authority’s Legal Team will implement the proposed changes by way 
of a contract variation if approved.  

 
6.7 Risks and Mitigation  
 

As with any loan, the possibility remains that loan recipients do not repay the loan in 
full. To mitigate against the possibility of this happening, River Capital will perform an 
appraisal of each application and carry out the required due diligence on the 
application to ensure that there is a robust business plan in place that evidences the 
growth / cash flow generation necessary to ultimately repay the loan. This due 
diligence is conducted by individuals who are considered to have the necessary 
experience with corporate finance to ensure all risk are managed accordingly. 

  
 
7. CONCLUSION 
 

This report seeks approval to extend both the Flexible Growth Fund’s Investment 
Period and the existing Fund Manager Agreement with River Capital until the 31st of 
March 2024.  

 
 

AILEEN JONES 
Executive Director - Investment and 

Delivery 

JANETTE WILLIAMSON 
Portfolio Holder for Inclusive Economy and 

Third Sector 
 
 
Date:  20th January 2023 
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