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SOUTH EAST ENGLAND DEVELOPMENT AGENCY
BOARD MEETING ON 8 MAY 2008

ITEM 8
THE SOUTH EAST FUNDING ESCALATOR
PRESENTED BY FINANCE SOUTH EAST 
Purpose
Sally Goodsell, CEO of Finance South East, will update The Board on the progress of the South East Funding Escalator which obtained SEEDA Board Approval in January 2007.  SEEDA’s Marilyn Huckerby, Interim Head of Global Readiness, and Sheila Torrance, Senior Manager Business Grants Appraisal are also attending for this item. 

Background

1. Finance South East was established jointly by SEEDA and the Business Link Providers in 2002 to help businesses, particularly SMEs with high-growth potential, gain access to funding at the various stages in their growth cycle.  In 2006 FSE established an FSA-accredited subsidiary to enable it to play a fuller role in fund management alongside the other services it delivers in collaboration with partners.  FSE is receiving a grant of £430k this financial year from SEEDA to help cover its core operating cost.
2. SEEDA is investing £5.45 million over 5 years through to 2011, alongside R&D grant of £24 million, to create a South East Funding Escalator to help address the fragmentation in the funding on offer to support innovative new business ideas.  The SE Funding Escalator’s  aim is to simplify and rationalise the funding available for business growth in the region by creating an integrated and seamless progressive funding path, now acknowledged in the recent ‘Innovation Nation’ White Paper. 

3. The fund is designed to invest in market-led innovation at various stages of development from early concept to full market entry. It targets prospects offering high growth potential but which struggle at the ‘risky’ early stages to secure commercial funding. It is expected that other investors into the fund will be drawn in alongside the public sector funding.
4. The Board APPROVED on 30/1/2007 the investment of £5.45 million over 5 years to create an early stage South East Funding Escalator and requested that FSE report annually to the Board on the progress and outcomes of the fund. 

Status
1. Following a very successful recent launch by Jim Brathwaite of the SEED Fund element, the Funding Escalator is fully established and open to accept applications from SMEs.   There are three strands of growth funding on the escalator:-


· Commercialisation Fund (Proof of Concept) - is solely funded by SEEDA;


· Accelerator Fund (loan investment) -  co-funded by BERR and Clydesdale Bank; and


· The SEED Fund (equity investment) – co-funded by SEEDA, a consortium of the region’s universities and a commercial investor Prologis.  
2. Total Funds available are:
Commercialisation Fund - £3M approx
SEED Fund - £5M
Accelerator Fund - £10M

3. Sally Goodsell will feedback further on performance at the Board meeting
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