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Does this report contain exempt or confidential Yes
information?

Exempt Information
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1.1

1.2

1.3

1.4

1.5

1.6

EXECUTIVE SUMMARY

This report outlines Birmingham City Council’s involvement in the Regional
Growth Fund (RGF), a UK Government initiative to support economic growth.
Since the inception of the original scheme in 2010 a recycled RGF was agreed
with the then Department of Business, Energy and Industrial Strategy in 2022.
The revised scheme is referred to as Advanced Manufacturing Supply Chain
Initiative (AMSCI) by the now responsible department (Department of Business
and Trade as the successor body of Department of Business, Energy and
Industrial Strategy).

This report provides an update following the announcement by the Department
of Business and Trade to close the AMSCI scheme for new loans and equity
investment. The Council is expecting a formal variation letter from the Department
of Business and Trade confirming the detailed future arrangements, roles and
responsibilities for the AMSCI scheme.

In consequence of Department of Business and Trade’s decision to close the
AMSCI scheme, the Council needs to revise its operational arrangements for the
management of the remaining AMSCI loans and equity investments. This
includes entering into a revised Service Level Agreement with Frontier
Development Capital and Finance Birmingham Limited for the administration of
the outstanding portfolio, pending formal confirmation from Department of
Business and Trade on the final wind down arrangements for Finance
Birmingham, Limited which is no longer required for the future administration of
the AMSCI scheme.

The Council currently holds AMSCI funds on behalf of the Department of
Business and Trade. Any return of those funds and any associated retention of
administration costs, will remain subject to the Department of Business and
Trade’s formal variation letter and confirmation of the relevant funding
arrangements.

Department of Business and Trade have requested the return of funds held by
the Council on its behalf to the value of £71m.

The Council will continue to act as accountable body pending formal confirmation
from the Department of Business and Trade and no substantive change to
funding arrangements will be implemented until the variation letter has been
received.

COMMISSIONERS’ REVIEW

Commissioners are supportive of the proposed actions set out in this report.
There have been well documented historical weaknesses with the Regional
Growth Fund governance arrangements. The Council must ensure it learns
lessons from the operation of the fund and ensures the wind down process is
controlled effectively.
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3.1

3.2

3.3

3.4

4.2

4.3

4.4

4.5

RECOMMENDATIONS
That Committee:

Notes the Department of Business and Trade’s announcement that the Advanced
Manufacturing Supply Chain Initiative scheme will close to new loans and equity
investment, and that the Council is awaiting the Department of Business and
Trade’s formal variation letter to confirm the detailed future arrangements.

Approves, in principle and subject to legal review and receipt of the Department
of Business and Trade’s formal confirmation of the future arrangements, the
revised Service Level Agreement with Frontier Development Capital and Finance
Birmingham Limited for the administration of the current Advanced Manufacturing
Supply Chain Initiative portfolio.

Approves the proposed closure of Finance Birmingham Limited, including the
taking of all necessary regulatory, legal and governance steps to enable its
Financial Conduct Authority deregulation and subsequent voluntary liquidation,
subject to legal advice and any required approvals.

Authorises the City Solicitor, in consultation with the Executive Director of Finance
(s.151 Officer), to take all necessary legal and procedural steps, and complete all
required documentation, to implement the decisions arising from this report.

OPERATIONAL ARRANGEMENTS OF THE SCHEME

An existing Service Level Agreement (SLA) is in place between the Council,
Frontier Development Capital and Finance Birmingham Limited (Finance
Birmingham) for the administration of AMSCI loans and equity investments,
marketing of the fund, and liaison with companies to assess their financial
position. The closure of the scheme and the management of the winddown
process require changes to this SLA.

Department of Business and Trade plan on issuing a revised variation letter for
the AMSCI scheme that sets out the future arrangements and roles and
responsibilities for the scheme.

The Council holds AMSCI funds on behalf of the Department of Business and
Trade. The return of funds by the Department of Trade and Business’s is in
accordance with the variation letter dated 16 March 2022. Future years payments
will be met from the loan repayments with a return of any excess funds on an
annual basis.

The revised SLA has been drafted to account for the wind down of the AMSCI
fund. The draft agreement is attached at appendix 1.

Administrative costs

Department of Business and Trade has set a cap of 5% of the opening loan
balance as the administrative expenditure. This is the maximum amount
available to be shared between the Council, as the accountable body, and
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4.6

4.7

4.8

4.9

4.10

4.1

Frontier Development Capital and Finance Birmingham, as service delivery
partners under the SLA. The Council has agreed a 60%: 40% split of funding
with the Council receiving 60% of available funds for administration and
Frontier Development Capital and Finance Birmingham receiving 40%.

Frontier Development Capital’s fees will reduce over time as there is no longer a
requirement to manage a pipeline of new investments, which reduces the level of
administration required. The Council, as accountable body, will continue to
manage income collection and the release of property charges where applicable.
The Council will also manage the audit and compliance costs.

The AMSCI fund holds £999,938 in two equity investments. As part of the closure
and wind-down arrangements, it was agreed that any exit from equity investments
would require Department of Business and Trade and Council approval, informed
by a recommendation from Frontier Development Capital. This is intended to
avoid the risk that calling in equity prematurely could inadvertently cause a
company (that is in receipt of equity investment) to become insolvent. Any exit
from equity investments will therefore be considered on a case-by-case basis.

Closure of Finance Birmingham

Finance Birmingham was established to support a fund structure involving two
investing parties. The other party investing with Frontier Development Capital
was the West Midlands Pension Fund (WMPF). WMPF’s investment ceased in
December 2025 and, as no new money will now be invested, Finance
Birmingham is no longer required.

It is therefore proposed that Finance Birmingham is firstly deregulated (it is
currently an FCA regulated entity) and then put into voluntary liquidation, on the
basis that it is no longer operationally required. It is anticipated that the full
liquidation process will be completed by the end of the 2026/27 financial year.

Monitoring Arrangements

The Council will hold regular review meetings with Frontier Development Capital
and Finance Birmingham to review performance against the Service Level
Agreement and to address any emerging issues.

Internally, the Council will adopt a three-tier monitoring framework to provide
assurance over delivery and governance.

4.11.1 Annual Governance Reporting — annual reporting to Group Company
Governance Committee on key outcomes, including loan performance and
jobs created and safeguarded.

4.11.2 Quarterly portfolio oversight — quarterly reporting to the Commercial Board
on the loan and equity portfolio and risk, repayment progress and the
overall trajectory of the wind down.
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6.2

4.11.3 Operational cash flow monitoring — monthly monitoring of cash flow and
operational activity by the relevant service teams to ensure effective
financial control.

This structure is intended to maintain clear oversight, support timely decision
making and ensure that risks are identified and managed throughout the closure
period.

Other options considered
A couple of options were considered, these included:

5.1.1 The option to take no action was considered but discounted. This is not a
viable option because Department of Business and Trade has confirmed
that the AMSCI scheme is being wound down and revised arrangements
are required to manage the remaining loan and equity portfolio, return
funds held by the Council, and provide appropriate governance over the
closure process. Without revised arrangements, there would be no clear
framework for managing the Council’s continuing accountable body
responsibilities.

5.1.2 The option of appointing an alternative service provider was also
considered but discounted. The current arrangements rely on Frontier
Development Capital’'s established relationship with the investee
companies and its detailed knowledge of the existing loan recipients and
equity portfolio companies. An alternative provider would not have the
same history, relationship or operational understanding of the companies
in which funds are invested/loaned, and this would increase transition risk
and could weaken the effective management of the wind-down process.

RISK MANAGEMENT

Previous reports have identified governance weaknesses in the arrangements
with Frontier Development Capital, including the need for clearer roles and
responsibilities, stronger reporting arrangements and improved oversight of the
management of the remaining loan and equity portfolio. These issues are being
addressed through the revised SLA, which is intended to provide a clearer
framework for the wind down of the AMSCI scheme and the respective
responsibilities of the Council, Finance Birmingham and Frontier Development
Capital.

The revised SLA will reduce the risk of ambiguity in the current arrangements by
setting out the expected governance, reporting, financial monitoring and decision-
making requirements for the closure period. This includes the approach to
managing repayments, considering any exit from equity investments, returning
funds to DBT and ensuring that appropriate approvals are obtained where
decisions could affect the Council’s accountable body responsibilities.
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6.3

8.1

8.2

8.3

8.4

There remains a residual risk that the wind down of the portfolio could be affected
by the overall performance of companies who have received loans and/or equity
investment, the timing of loan repayments, the valuation of equity investments or
delays in completing the closure of Finance Birmingham. These risks will be
managed through ongoing monitoring, regular reporting, legal review of the
revised documentation and continued engagement with Department of Business
and Trade and Frontier Development Capital throughout the closure period.

CONSULTATION

Consultation has taken place with relevant stakeholders, including the Chair of
the Group Company Governance Committee, the Cabinet Member for Finance,
Business Partnering Lead, Deputy S151 Officer Legal Services, and Commercial
and Procurement Services.

IMPACT AND IMPLICATIONS

Finance and Best Value

The proposed revisions ensure that the wind down of the AMSCI scheme is
delivered in a financially responsible manner, with a clear fee structure that
reflects the reduced operational requirements while safeguarding the Council’s
role as accountable body. The reallocation of servicing fees, alongside any return
of funds to Department of Business and Trade, demonstrates a continued
commitment to achieving best value, maintaining financial control and minimising
ongoing costs to the Council.

Legal

The Council needs to ensure that, in respect of the proposed revision of the SLA
and the closure of Finance Birmingham, it acts within its powers and appropriately
documents the revised allocation of responsibilities between the Council and
Frontier Development Capital and Finance Birmingham.

Any formal implementation of the wider wind-down arrangements, including any
return of funds held by the Council will remain subject to receipt of the Department
of Business and Trade’s formal variation letter and confirmation of the relevant
funding terms.

Ongoing legal oversight is required in relation to any approvals concerning the
management or exist of equity investments, the release of security and charges
where applicable, the deregistration of Finance Birmingham from FCA regulation
and the subsequent voluntary liquidation process, so as to ensure that the
Council continues to discharge its accountable body, governance and regulatory
responsibilities throughout the interim period and any eventual wind-down.
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8.5

8.6

8.7

8.8

8.9

8.10

The report does not propose a new external procurement exercise. The
recommended approach is to revise the existing SLA with Frontier Development
Capital and Finance Birmingham to reflect the interim and future administration
of the remaining portfolio, pending formal confirmation from the DBT on the final
wind-down arrangements.

As accountable body the Council remains responsible for ensuring compliance
with funding conditions, financial stewardship and appropriate governance of the
scheme until such time as revised arrangements are formally agreed.

Equalities
There are no equalities implications directly arising from this report.

Procurement

There is a Service Level Agreement between the Council, Frontier Development
Capital and Finance Birmingham which came into force in 4 August 2022 and is
therefore governed by the Public Contracts Regulations 2015 (“PCR 2015”); the
Procurement Act 2023 does not apply, as its transitional provisions preserve PCR
2015 for contracts entered into before February 2025. Frontier Development
Capital remains the same contracting entity and Finance Birmingham remains a
wholly owned company of the Council, therefore the contractual title is unaffected,
and the SLA continues as a procurement-regulated public contract.

The proposed variation reduces Frontier Development Capital and Finance
Birmingham’s services, removing marketing and management of the new
investment pipeline following the Department for Business and Trade’s closure
of the scheme, and retaining management of the existing loan portfolio to run-off
and changes the fee from a fixed fee to one based on the outstanding loan
balance, at a level lower than the original fee. Taking the reduction in scope and
the change in fee together as a single variation, this may be made under
Regulation 72 without a new procurement procedure: it is not a substantial
modification within the meaning of Regulation 72(8) (the provider, the portfolio
and the underlying activity are unchanged, the scope is reduced rather than
extended, and the lower fee means the economic balance is not altered in
Frontier Development Capital and Finance Birmingham’s favour) and is therefore
permitted under Regulation 72(1)(e), with the unforeseen closure of the scheme
by the Department of Business and Trade providing a further, independent basis
under Regulation 72(1)(c). This is within the tolerance of these regulations.

People Services

There are no direct people or pensions implications arising from this report. The
reference to WMPF is included for background only, reflecting previous role in
the original investment structure. Its investment ceased in December 2025 and
the proposals in this report do not create any new pension liabilities, pension
commitments or ongoing obligations to the WMPF-.
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Climate Change, Nature and Net Zero

8.11  There are no climate change, nature and net zero implications directly arising
from this report.

Corporate Parenting

8.12  There are no corporate parenting implications directly arising from this report

9 APPENDICES

Exempt Appendix 1: Revised Service Level Agreement

10 BACKGROUND PAPERS
Review of Regional Growth Fund — CC GCG 13 November 2025

Page 9 of 9

OFFICIAL



	Birmingham City Council
	Cabinet Committee Group Company Governance
	Exempt Information
	Appendix 1 is exempt from disclosure by virtue of the following Paragraphs of schedule 12A to the Local Government Act, 1972 as amended:
	3. Information relating to the financial or business affairs of a particular person (including the authority holding that information).
	Finance and Best Value
	Legal
	Equalities
	Procurement
	People Services
	Climate Change, Nature and Net Zero
	Corporate Parenting


