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Background

City Funds invests in organisations with an
ambition to deliver positive impact across Bristol.
Our vision is that Bristol is a thriving and healthy
city, built on a fair social foundation within
sustainable environmental boundaries.

Under the City Funds umbrella, our £10m
Impact Investment Fund is designed to advance
the ambitions of organisations building positive
impact in Bristol.

Our investments are tailored to help organisations
and communities implement their own solutions
to some of the biggest problems facing our city.
We shape our terms to design the best financial
structure for each organisation’s long-term
success, working with each project on a case-by-
case basis on the investment amount, rate, term
and repayment schedule that best unlocks resilient
solutions for Bristol.
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Because City Funds is exclusively focussed on
investing in Bristol, we have local insight that other
lenders may lack and can assess each project on
its specific local value. In this way, we can fund
ideas and projects that others might overlook.
Ultimately, our goal is to use all the tools at our
disposal to help our investees solve some of the
biggest problems facing our city and communities.

Our Partners:

City Funds is a partnership between BBRC,
Bristol City Council and Quartet Community
Foundation. By bringing investment, grant,

and city leadership together, City Funds is
facilitating new solutions to inequality.
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Our Funders & Supporters:

We would like to thank our funders and
all those who have volunteered countless
hours to making City Funds what it is.
We look forward to working with you
through 2021 and beyond.
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City Funds
Theory of Change

City Funds seeks to use investment as a tool to To support these goals, we:
help local organisations achieve the priorities of

) ' ) ® act as a catalyst, bringing increased investment
the City Plan using the One City Approach.

and grants into Bristol, uniting local and
. national funders to facilitate strategic and
Our investment goals are:
targeted local support
® to address systemic disadvantage and inequality
due to reduced service provision in the Bristol

area; and

e offer a mix of funding options to projects at
different stages of their development

® work with project teams on their funding
journey to make them investment ready.

® to fill a gap in the financial markets that
often offer limited or unaligned funding
options to organisations addressing those
systemic challenges.
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Theory of Change

The Challenge:

Bristol is a city full of vibrant community
energy, yet experiences entrenched
systemic inequality that makes it harder for
communities to respond to the challenges
they face.

Social and environmental factors combine to
create a fractured and unequal civic society.
This holds us all back, but most directly
impacts disadvantaged neighbourhoods and
groups of people who desire the means to
achieve their ambitions.

Financial, physical, human and natural
resources are not effectively used because
they are not equitably distributed into and
within the city. This continues the cycle of
disadvantage and prevents us from creating
an interdependent, dynamic and prosperous
Bristol for all.
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So we:

® Provide, raise and manage grant and
investment funds, leverage co-investment,
and structure financial products to
enable local organisations to bring about
transformational impact.

Broker business, civic and other
resources that provide the support
funded organisations need to thrive.

Maintain governance in such a way that
membership is regularly rotated, with the
constant challenge being to include and
involve those most at risk of disadvantage.

Decide and review funding priorities and
selection criteria in line with the One
City Plan.

Monitor, evaluate, assist and report
financial and impact performance of
investees and the Fund.

Work in partnership with key
stakeholders and use learnings to
influence priorities and policy across
Bristol in line with the One City
Approach, and to share effective practice
across Bristol and the UK.

As aresult, we see:
® Increased transformational impact
delivered by projects funded by City Funds.

® Increased capacity within local
organisations to deliver transformational
impact.

® A sustainable placed-based fund leveraging
increased impact investment and grant
funding into and within Bristol, supporting
the goals of the One City Plan.

® Increased aligned collaboration between
different types of organisations and
communities within the city seeking to
deliver transformational change in line with
the One City Approach

® Increased influence on policy and practice
across Bristol based on evidence from
frontline learning to enable places to take
action to deliver transformational change.

Contributing towards:
Bristol is a fair, healthy and sustainable city;
a city of hope and aspiration where
everyone can and share in its success.

Inequality and disadvantage is reduced:
everyone can contribute to and benefit
from dynamic, inclusive communities and
a prosperous, sustainable local economy.




Impacts of COVID-19

As a placed-based impact investor, we work
closely with excluded communities.As a result,
we have seen first-hand the immense challenges
that the pandemic has created for those already
struggling with economic, social or environmental
exclusion.These experiences provided some of
the insights into local research efforts to quickly
identify and respond to these acute challenges.

Research carried out by Black South West
Network (supported by City Funds) into the
impacts on Bristol’s VCSE sector has shed light
on the key needs of communities emerging from
the pandemic. Preliminary findings suggest these
include mental health services and improved
digital infrastructure to combat digital exclusion
and technological poverty.
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Research commissioned by City Funds
similarly highlighted these needs, as well
a number of key ways we can develop an
inclusive recovery, including:

e retraining and re-skilling people
for new roles or different ways of
working in response to economic shifts

developing a local circular economy

that enables the city’s carbon footprint to
be reduced and utilises local supply chains

developing sustainable and low-cost
transport and pedestrianisation

to support better health and
environmental outcomes.

((Q’))

We are working closely with our partners so
we can help to address these needs as part of
Bristol’s emerging sector-wide strategy for an
inclusive and sustainable recovery.
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Impact methodology (“))

When we assess the impact of an investment, To complement this, we also survey investees at
we look at a combination of track-record and the post-drawdown stage to gain their insights
projected impacts and how these address key into how securing investment has impacted their
local priorities. These priorities are outlined in organisation’s mission.We conducted this survey
Bristol’s One City Plan and aligned with the UN with our four investee organisations of 2020, the
Sustainable Development Goals (SDGs).To put results of which are shown on page 17.

this into practice, City Funds worked with The
Centre For Thriving Places to co-create an Impact  Finally, we also track the impact performance of
Analysis Tool called the One City Framework. City Funds as a whole against Key Performance
More detail on this can be found on page 9. Indicators, which are reported to investors.



One City Framework

The One City indicator framework is the
backbone of our impact evaluation process.
It sets out our key impact areas, their themes The multi-level approach taken by Centre 3. a detailed set of sub-domains giving
and the detailed indicators within these. for Thriving Places to develop the evaluation more granular priority areas within each
framework means that we have: domain to help focus resources and effort
based on the scores that have been tracked
I. a clear set of shared headline goals across
the city - fair, healthy and sustainable - against
which we can produce scores at the local

authority level based on reputable secondary
data sources *not pictured

. a broad range of indicators* to reflect
the diversity of action and actors in
systemic place-based change.

. a set of domains which match the
One City Themes, providing distinct policy

areas for which scores can be produced
to track progress
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One City Framework (‘.))

ENVIRONMENT

Thriving CONNECTIVITY
Healthy HEALTH
‘ HOUSING & COMMUNITY ——
Bristol LEARNING & SKILLS
EQUALITY |

& INCLUSION
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Emissions

Waste

Energy

Land Use

Air

Local Environment

Transport
Access
Communications

Employment
Local & Inclusive Growth

Mental Health
Physical Health
Childhood Health
Wellbeing

Housing

Safety

Cohesion
Engagement/Empowerment

Childhood Education
Adult Learning

Income

Food Poverty
Health
Education
Wellbeing
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All investments at a (“))
glance by impact theme -

Currently, we have arranged the impact Amount invested, by primary impact theme: Impact alignment with One City Plan
framework into four long-term goals:

City Funds seek to maximise the breadth and depth

Economic Inclusion Environmental Community of impact generated by our investments. This means
We fund initiatives that promote full participation Transformation Initiatives that the projects we support will target at least one
AUE @Rzl T e aheise 2 nd ol Bdeneln; £150K £325K indicator identified in the One City Framework,

but often many. In 2020, our investees targeted
between 5 and 10 different positive outcomes each.

Altogether, our four investments will generate a
positive outcome in line with the One City Plan in
27 different ways, and every investment has had a
positive impact on our equality and inclusion goals.

10

8

6

Economic 2
Altogether, City Funds has been able to direct Inclusion .
£625,000 Of impact investment into these areas. £150K Environment  Connectivity Economy Health  Housingand Learning  Equality &

Community & Skills Inclusion

Impact Report ¢ 2020 Page | |



Case Studies

Impact Report * 2020

£150,000 City Funds investment
to generate £1.5m to address local
fuel poverty

Talking Money plans to
transform debt service
with impact investment

£150,000 investment from
City Funds helps the shift to a
systems approach

Wellspring Settlement
lands investment for
new community space

£250k from City Funds will
transform Barton Hill pub into
multi-use venue, affordable flats

Frank Water secures
funding to grow
sustainable water scheme
Impact investment of £150k from

City Funds expand capacity for
social enterprise



CASE STUDY

£150,000 City Funds investment to generate £1.5m to address local fuel poverty

@ Indicators
V targeted:

Environment: Emissions, Energy

Economy: Local and Inclusive Growth

Housing & Community:
Engagement/Empowerment

Equality & Inclusion: Income

Impact Report * 2020




Talking Money plans to transform
debt service with impact investment

£150,000 investment from City Funds helps the shift to a systems approach

Talking Money provides free, independent, specialist debt
advice to individuals and families.

By empowering individuals to tackle financial challenges
through advice, financial education and support, the charity
hopes to strike at the heart of systemic poverty and break
the terrible cycles of indebtedness.

Talking Money wanted to transition to a systems approach
that considers debt issues as part of a greater whole,
moving away from a crisis maintenance approach to
providing longer term support.

A loan of £150,000 from City Funds in April 2020

has provided the working capital flexibility needed to
help the transition while minimising any disruption to
services. (Although progress has inevitably been slower

than originally anticipated as a result of the impact of
COVID-19).

As a result, Talking Money will be able to rebuild structurally
and create long-term financial resilience for both their clients
and the organisation.
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When we came to City Funds, we

were in a typical catch-22: to pivot the
organisation we needed time and money, but all
our time and money were going into day-to-day
operations. This investment has given us the
working capital needed to take the pressure off
financially so we can rebuild without disrupting
our services. Over and above the financial
support, City Funds helped us develop a plan for
how the investment was going to be used for the
greater good to evolve the charity--it allows us
to explore new pathways typically not employed
by grants.  Anna Brown, CEOQ, Talking Money

One City Plan
Based in Lawrence Hill, one of the most deprived wards
in the city, Talking Money works with a range of people
citywide, including ex-offenders, vulnerable women and
people in psychological distress.

talking meney

advice, support & information

enquiries from
the public

of financial
gains achieved for service users

@ Indicators
V targeted:

® Equality & Inclusion: Income, Health,
Education,Wellbeing

Economy: Local & Inclusive Growth

Health: Mental Health

Health:Wellbeing



Wellspring Settlement lands
investment for new community space

£250k from City Funds will transform Barton Hill pub into multi-use venue, affordable flats

Wellspring Settlement enables the community of Barton
Hill to actively participate in positive, life-affirming activities.
The charity offers a unique space for residents to celebrate,
learn, create, develop, relax, socialise and play.

When The Swan pub became available, Wellspring
developed a vision for a new multi-purpose community asset
with an added focus on young people. City Funds approved a
loan of £250,000 for Wellspring to secure the building.

Following site improvements, the new space will provide a

valued community asset for the residents of Barton Hill as
well as new affordable rent flats.

Wellspring Settlement, formerly Barton

was tounceam 1911
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‘ Our community hub has been here for
over a century and the addition of this
property is the final piece of the jigsaw. The
support we received from City Funds helped us
bridge the gap between the local impact that we
can make with a new space and the financial
requirements of purchasing the building. Having
an investor who understands both meant we
could get this project off the ground and into
the community. 99 Joanna Homes,
Co-Director of Wellspring Settlement

One City Plan

Barton Hill is among the 10% most disadvantaged areas
of the city, according to the 2019 Indices of Deprivation.
Wellspring’s spaces serve as an anchor to support
community inclusion, strong families, health and wellbeing
and economic development.

Wellspring
Settlement

CASE STUDY
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@ Indicators

targeted:

Housing & Community: Housing, Cohesion,
Engagement/Empowerment

Learning & Skills: Adult education
Health: Mental health, wellbeing

Equality & Inclusion: Income, health,
education, wellbeing



Frank Water secures funding
to grow sustainable water scheme

Impact investment of £150k from City Funds expand capacity for social enterprise

Frank Water’s mission is to alleviate global water poverty
while protecting our natural environment, by improving how
people understand and use water.

The charitable activities — providing long-term access to
clean water, sanitation and hygiene overseas — are partly
funded by a Bristol-based social enterprise that markets
sustainable water as both a product and service.

Having grown organically for 15 years, Frank Water wanted
to invest in growing the social enterprise arm while not
reducing the amount of surpluses going to fund the charity.
City Funds was able to invest £150,000 to help grow Frank
Water’s capacity by expanding staffing and equipment
resources. This has enabled Frank Water to grow their
business to meet a market need while also not reducing
their charitable activities.

Since 2005, Frank Water has provided
a water-secure future for almost

430,000 ..
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((Q’))

‘ For a long time, our assumption
was that we should be able to grow
the business without needing outside
investment — a sort of ‘living within your means’
approach. But as part of our partnership with
City Funds, we were able to open ourselves up
to the opportunity that investment brings,
beyond just the financial. This was a key turning
point for us. Through impact investment, we
are now able to grow our business and earmark
our surpluses for our charity at the same time.
It was vital that we had a financial partner like
City Funds, people who really want to support
the social side of the business, not just seek
financial benefit for themselves. 9 Katie Alcott,
Founder & CEO, FRANK Water

New venture aims to reduce single-use

plastics by 300’000 a year

©
FRANK
WATER

ENTERPRISE

CASE STUDY |

> - ?i"&i‘

One City Plan

Bristol Water projects that water demand will outstrip
supply in Bristol by 2025*. City Funds investment will
enable Frank Water to respond to this increasing pressure
by bringing an awareness of water management and
environmental action into Bristol schools with a special
focus on those in the city’s most disadvantaged wards.
Supported by volunteers from their partner organisations,
Frank Water launched the project in February 2020 but had
to pause when lockdown was announced.The programme
will restart as soon as it can be delivered safely.

Indicators
targeted:

Environment: Emissions, Energy
Economy: Local & Inclusive Growth

Housing & Community: Engagement/
Empowerment

Equality & Inclusion: Income

>khttps://www.bristolpos':.t:o.uk/news/br'is':ol-news/bristol-running-out-water—vulnerable-2875024



Investee feedback )

Our theory of change indicates that the role

of City Funds is to both invest in the strategic
priorities of Bristol and be a source of finance for
those projects and ideas that may not be able to
raise capital elsewhere.VWe asked our investees
how they thought we did. Here are the results.

75%

of investees said City
Funds enabled them to
pursue their mission
to a great extent,

with 100% reporting a
notable positive effect
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100%

of investees reported that finding
alternative mission-aligned capital
would be considerably unlikely,
with one saying highly unlikely

5/4

of investees responded
by saying that City Funds
had a positive impact on
their business model

»

Without the support and

funding from City Funds
this project would have stopped
dead in its tracks.

‘ We are incredibly pleased

with the support and
level of engagement from the
City Funds Team, which has
been excellent. 99




Looking towards 2021

Looking forward to 2021, we are confident that
City Funds impact investments will have a significant
and positive effect on Bristol’s economic, social and
environmental recovery. In addition to the £625k
invested as of September 2020, almost £1.8 million
has been approved and committed across five
further investments in social care and mental health
services, affordable housing and a community capital
project. VWe expect to announce these investments
in the first half of the year.

Dark clouds often have silver linings, and as Bristol
emerges from the tragedy of this pandemic, we

can see that the economic landscape has the
potential to shift to the positive. As a result of the
#BuildBackBetter campaign, inclusive growth and
environmental stewardship strategies have taken
root at both the city and regional levels. Ve see an
increasing number of founders who want to solve
social or environmental problems, as demand for
these products and services continues to grow. And

((Q’))

support for the VCSE and community sectors is
growing at government level, and with the public.
This is fertile ground to grow new social enterprises
and impact businesses, and City Funds will be at the
centre of that activity in Bristol this year and for
years to come.
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