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FULL COUNCIL REPORT

To:  Mayor, Ladies and Gentlemen

CARDIFF CAPITAL REGION – CITY DEAL
1.0 SUMMARY OF THE REPORT

1.1 To seek approval for  the  formal  establishment  of  the  Cardiff  Capital  Region 
Joint  Cabinet (the Regional Cabinet) , to oversee the region’s economic growth and 
delivery of proposals under the 20 year Cardiff Capital Region City Deal.

1.2 To  seek  approval  of  the  suite  of  documents attached as Appendices , that are  
required to  establish the CCR  Joint Cabinet and the City Deal Investment Fund.

2.0 RECOMMENDATIONS that

2.1 Approve the Joint Working Agreement (‘JWA’) as the legal document that formally 
establishes the Cardiff Capital Region (‘CCR’) Joint Committee (the Regional 
Cabinet) as a Joint Committee, with delegated functions, with a Commencement 
Date of the 1st March 2017.  The elected member representative to the Regional 
Cabinet shall be the Leader of the Council, or his/her nominated Deputy.

2.2 Approve, the financial contributions from each constituent council towards the 
collective £120m total, (together with such associated costs e.g. carry costs), as 
detailed in the body of this report.

2.3 Approve the carry forward of any remaining revenue funds from 2016/2017, 
contributed by each constituent council, into 2017/2018 in order that the support 
structure for the Regional Cabinet continues.

2.4 Approve the collective revenue contributions of up to £1 million (inclusive of 
recommendation 3 above, on a proportionate basis as set out in the JWA) to the 
2017/2018 budget, in order that the support structure for the Regional Cabinet 
continues.
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2.5 Approve the City of Cardiff Council acting as the Accountable Body with the 
responsibilities as set out in the JWA.

2.6 Approve the Assurance Framework as the open and transparent, robust decision 
making process for  considering  all proposals requiring support from the CCR City 
Deal Wider Investment Fund.

2.7 Approve the Implementation Plan in the form attached to the JWA, subject to each 
constituent council approving the JWA Business Plan.

2.8 That the Chief Executive/Managing Director in consultation with the Leader of the 
Council, the Chief Legal Officer and s151 Officer be granted delegated authority to 
agree such amendments as are necessary to the JWA, Assurance Framework and 
Implementation Plan (as are appropriate) from the date of acceptance of these 
recommendations to the Commencement Date of the 1st March 2017.

2.9 That the Chief Executive/Managing Director in consultation with the Leader of the 
Council, the Chief Legal Officer and s151 Officer be granted delegated authority to 
decide whether the Council should continue to explore the opportunity to participate 
in the CCR City Deal in the event that one or more of the ten constituent councils fail 
to agree any of recommendations 1 – 7 above.

2.10 That the Leader of the Council or his/her nominated Deputy be granted delegated 
authority to sign the JWA on behalf of the Council.

3.0 INTRODUCTION AND BACKGROUND

3.1 In 2015, each of the ten constituent Councils in South East Wales, agreed to 
participate in the unique and exciting opportunity to develop proposals for a Cardiff 
Capital Region (CCR) City Deal, which culminated with the Heads of Terms 
Agreement being signed by all ten councils on 15th March 2016.

3.2 This unique opportunity, with support from Welsh Government and UK Government 
will offer an initial investment package of £1.2 billion into the Cardiff Capital Region 
economy between now and 2036.  Whilst much of this is already earmarked for 
certain activities, particularly investment in the South East Wales Metro, there are 
funds available as part of the £1.2 billion to leverage wider economic benefits. 
Specifically, the CCR City Deal will be looking for proposals for investment in:-

 Connecting the region – to complement the Welsh Gov’t Metro proposals and 
setting up a Regional Transport Authority

 Supporting Innovation and improving the digital network
 Developing a skilled workforce and tackling unemployment
 Supporting enterprise and business growth
 Housing development and regeneration.



3.3 To ensure the right investments are made to achieve the economic growth the CCR 
City Deal is seeking, there are a very focussed, small number of key targets set. 
Notably,   these   include:-  

 the  creation of  25,000  new  jobs  by  2036, 
 leveraging  £4 billion  of private sector investment
 Securing economic growth. 

3.4 Further work has been undertaken since March 2016, which has enabled clarification 
of the CCR City Deal Investment Fund management, which comprises two distinct 
elements:-

1. £734m – METRO scheme. This will comprise £500m+, Welsh Government 
funding provided over the first seven years of the Investment Fund, from 2016/17 
to 2022/23; over £100 million from the European Development Fund,  (which  is 
committed and guaranteed following Brexit by both UK and Welsh Government);  
and £125m from UK Gov’t.  This element will be the direct responsibility of Welsh 
Government.

2. £495m – comprising the ten local authorities’ commitment to borrow £120 million 
over the 20 year period of the Fund, together with the £375m from UK Gov’t., for 
investment in infrastructure, housing, skills and training, innovation, business 
growth and “Metro plus” transport proposals. This element will be the 
responsibility of the CCR Joint Committee (Regional Cabinet).

4.0 NEXT STEPS

4.1 To move all this work forward and establish formally the CCR Joint Committee 
(Regional Cabinet) and establish the wider Investment Fund,  there  are three 
specific requirements to be met, set by UK and Welsh Governments, namely:-
 The transition of the Joint Cabinet out of “Shadow”
 Formal approval of the Assurance Framework
 Formal approval of the Implementation Plan

Details of these are as follows:-

4.1.1 The Joint Working Agreement

The Joint Working   Agreement   (JWA) – Copy in Members Library and Background 
Papers - details:-

 The responsibilities of the CCR Joint Committee (Regional Cabinet)
 A “Reserved Matter” – regarding the “make up” of the City Deal Investment 

Fund, in relation to the actual financial contributions from the ten constituent 
councils (the capital borrowing, the cost of the borrowing, and the support 
costs) together with the production of the JWA Business Plan.

 One “Condition Subsequent” – in relation to the accounting treatment of 
transfer of the £375m H.M.Treasury financial contribution through Welsh 
Government.
.



4.1.2 The Assurance Framework

The Assurance Framework – Schedule 8 of the JWA - is  the document that outlines 
the set of systems, processes and protocols designed to provide an evidence-based 
and independent assessment of the governance, risk management, and control 
processes of CCR City Deal Investment Fund. 

4.1.3 The Implementation Plan 

The Implementation Plan – Schedule 9 of the JWA - details the work to be 
undertaken over the next three to five years, setting out the key milestones and 
activities, against which the Independent Gateway Review will assess performance 
of the CCR City Deal activities at the first 5 year stage.  

Once all ten councils agree the Assurance Framework and the Implementation Plan  
they need to be submitted to the Welsh and UK Governments  by the end of 
February 2017,  and   finalised  by  March 2017, in order to release the funding 
contribution from UK Gov’t.  

5.0 FINANCIAL IMPLICATION(S)

5.1 The CCR City Deal Investment Fund for the ten partner Local Authorities is based on 
the following indicative modelling:

o UK Government Grant Contribution of £375 million
o Local Authority Capital Contribution of £120 million
o Borrowing Repayment Term of 25 years
o Borrowing Interest Rate at 3%

5.2 The total CCR City Deal ‘Affordability Envelope’ for the ten constituent councils is 
£210.8 million based on the following indicative calculations:

o Central Government (UK/WG) ‘Cost of Carry’, that is the interest costs 
associated with up-front borrowing  of the UK Government funding ahead of 
receipt, of £44.0 million

o Local Authority £120 million ‘Cost of Capital’, that is the principal and interest 
cost associated with borrowing the capital contribution to be made by the 
Local Authorities, of £166.8 million

5.3 Based on proportion of total population for the City Deal area, Merthyr Tydfil County 
Borough Council’s share of financial contributions is 3.9% resulting in the following 
indicative financial commitments:

o Capital contribution of £4.7 million
o Proposed ‘Affordability Envelope’ of £8.3 million
o Total revenue implications, through capital financing costs, for the four year 

period of the Medium Term Financial Plan 2017/18 to 2020/21 of £143,000
o Indicative peak capital financing costs of £525,000 in 2027/28   



5.4 The ten constituent councils established a Memorandum of Understanding (MOU) 
during 2015 to enable work to be progressed on the City Deal. The MOU set out a 
Partnership Contribution to fund the required work based on an annual sum of 
£500,000. An underspend against the Partnership contribution was reported for 
2015/16 and is expected for 2016/17. 

5.5 The council’s proposed revenue budget for 2017/18 includes a budget of £40,000 to 
fund Merthyr Tydfil’s share of Joint Committee costs for that year and is maintained 
over the term of the Medium Term Financial Plan. Recommendation 2.3 of this report 
seeks approval to utilise Merthyr Tydfil’s share of the Partnership Contribution 
Budget underspend towards meeting its share of the future Regional Cabinet costs. 
The Regional Cabinet will set its annual Budget and where this exceeds 5% of the 
preceding year’s budget, under the Joint Working Agreement this will become a 
matter for determination under the JWA.

5.6 Ahead of the JWA Business Plan being agreed the Regional Cabinet is given the 
discretion to commit up to £50 million of the UK Government funding subject to 
funding Terms and Conditions. This ‘discretionary spend’ would be subject to the 
Assurance Framework processes with any commitments made incorporated into the 
JWA Business Plan once agreed. In the event that a Business Plan cannot be 
agreed, Merthyr Tydfil would still be liable for its share of any commitment to the 
extent that such commitments sit outside the UK/Welsh Government funding.

5.7 Approval of the JWA Business Plan is a Reserved Matter and will be brought back to 
Full Council for final consideration and approval.  Central to this will be the 
development of the proposed programme of investment that will be undertaken as 
part of the City Deal initiative. The business plan will provide the council with 
confirmation of its affordability exposure over the life of the City Deal. Whilst the 
overall Financial Envelope is being agreed now, any changes to Merthyr Tydfil’s 
annual profile will be reflected in the business plan along with the implications of any 
financial matters unresolved at this time.

5.8 Once the Reserved Matter is satisfied, a further report will be brought back to Full 
Council to deal with the budget framework issues that arise from the JWA Business 
Plan, as well as the impact on the council’s Treasury Management Policy and Annual 
Investment Strategy. The Local Authority (Capital Finance and Accounting) (Wales) 
Regulations 2003 and the Prudential Code for Capital Finance in Local Authorities 
put the principles of Prudence, Affordability and Sustainability at the centre of all 
decisions made in relation to capital expenditure.  The reports setting the final 
approvals will need to ensure that these principles are fully satisfied over the full term 
of the JWA Business Plan.

 
5.9 It is understood that the continuation of UK/Welsh Government funding is subject to 

securing satisfactory ‘Gateway Reviews’ as part of the Investment Fund Assurance 
Framework adopted. Reviews are likely to be structured to occur at Years 5, 10 and 
15. Funding from Year 6 onwards will therefore be subject to the agreed 
performance objectives being achieved at each of the gateway stages.



An Investment Fund structured on this basis introduces a level of uncertainty, as 
there will be a requirement to borrow in advance of receipt of UK/Welsh Government 
grant and meet the associated interest costs.  Therefore, in the event that the agreed 
performance targets are not fully achieved, there is a risk that UK/Welsh Government 
funding may be reduced or even cease.  Under these circumstances any reduction 
will represent a further cost to the City Deal in the event that there are projects that 
have committed that are reliant on the full level of future grant.  Furthermore, this 
positon assumes that there is no ‘clawback’ provision within the UK/Welsh 
Government Terms & Conditions, which is yet to be confirmed. In order to mitigate 
this risk, the projects selected will go through a detailed economic modelling 
assessment to inform the key discussions that will take place around performance 
measures.  The final performance targets agreed will include a ‘margin of safety’, 
which will further reduce the risk of targets not being achieved.

The Investment Fund Assurance Framework has been developed by the project and 
will need to be approved by UK and Welsh Government as mentioned above.  An 
independent panel is to be established to monitor compliance with the agreed 
framework and it is understood that a representative from the CCR City Deal will be 
invited to key meetings as the work of that panel is developed.

5.10 The Welsh Government and Wales Audit Office have been engaged in respect of a 
number of technical and accounting matters including the finalisation of grant Terms 
and Conditions. These matters need to be resolved with the Wales Audit Office and 
be confirmed with the external auditors responsible for the audit of the ten 
partnership councils.  These matters have arisen due the way City Deal Investment 
Funds tend to typically operate i.e. grant expenditure being incurred ahead of receipt.  
The Glasgow & Clyde Valley City Deal also faced these challenges, successfully 
resolved these matters with their auditors.  In relation to those matters which could 
give rise to affordability implications, the approach adopted within the affordability 
modelling reflects the successful approach adopted by the Glasgow City Deal.  
However, it should be recognised that until such time as written agreement is in 
place with Wales Audit Office on these matters, these remain as key project risks, 
albeit that any changes that result in an increase to the Affordability Envelope is a 
matter reserved back to each Council.

5.11 Once the JWA is approved, councils will be ‘locked-in’ for a minimum period of five 
years.  As with other Joint Committee’s the legal implications set out that the cost of 
withdrawing are likely to be substantial and are effectively designed to keep councils 
locked in for the duration of the City Deal.

6.0 SINGLE INTEGRATED PLAN AND SUSTAINABILITY IMPACT 
SUMMARY

6.1 The Single Integrated Plan & Sustainability Impact Assessment has been completed 
and the proposals positively impact on the Corporate Plan and Single Integrated 
Plan. The Cardiff Capital Region – City Deal will seek significant investment built 
around the following purpose and themes:



 Improve productivity and economic performance in the region.
 Tackle worklessness which currently costs the UK Government £4bn in welfare 

payments for South East Wales.
 Build on the foundations of innovation we have across the region.
 Investment in physical and digital infrastructure.
 Provide effective support for business.
 Improve skills.
 Ensure the economic benefit is felt across the region. 
 Working together to deliver more.

6.2 No negative impacts have been identified.

7.0 EQUALITY IMPACT ASSESSMENT

7.1 An Equality Impact Assessment (EqIA) form has been prepared for the purpose of 
this report. The Cardiff Capital Region – City Deal will have a positive impact on all 
protected groups as it will seek significant investment built around the following 
purpose and themes:

 Improve productivity and economic performance in the region.
 Tackle worklessness which currently costs the UK Government £4bn in welfare 

payments for South East Wales.
 Build on the foundations of innovation we have across the region.
 Investment in physical and digital infrastructure.
 Provide effective support for business.
 Improve skills.
 Ensure the economic benefit is felt across the region. 
 Working together to deliver more. 

7.2 The form can be accessed on the Council’s website/intranet via the ‘Equality Impact 
Assessment’ link.

GARETH CHAPMAN
CHIEF EXECUTIVE

BRENDAN TOOMEY
LEADER OF THE COUNCIL

BACKGROUND PAPERS
Title of Document(s) Document(s) Date Document Location

Joint Working 
Agreement (JWA)

n/a Document Library
Chief Executive’s Office

Does the report contain any issue that may impact the Council’s 
Constitution? 

Consultation has been undertaken with the Corporate Management Team in respect 
of each proposal(s) and recommendation(s) set out in this report. 


