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1 Executive Summary
Cardiff Capital Region has significant market failures within its housing market. Conservative
estimates suggest that the area needs to deliver at least 1500 more homes per annum than are
currently delivered across the 10 Local Authorities in order for supply to match demand.
Additionally, new homes also need to meet quality and environmental outcomes, and be targeted in
the appropriate locations to support inclusive economic growth and meet identified needs of
different societal groups.
Challenges in the housing and land markets which impact the quantity and quality of new housing
are complex. Nationally and regionally there are significant failures across all aspects of the housing
development and delivery cycle including: the planning system and policies, the operation and
structure of key markets, skills and productivity within the public and private sector, and the
availability of funding and finance.
The Cardiff Capital Region City Deal, as a funding programme targeted at boosting strategic and
economic outcomes across the geography, is most appropriately aligned to providing targeted
investment support that would otherwise be unable to be delivered by National and Welsh
Government or Local Authorities.
Therefore, the most appropriate interventions identified, within the analysis of this SOBC and wider
background research, point to the development of a focused Housing Investment Fund, designed to
provide funding support to appropriate mechanisms that can unlock new housing, where delivery is
stalled on sites on account of financial constraints.
Through a combination of detailed evidence review and options analysis, two broad market failures
have been identified, where there is a clear logic and rationale for Cardiff Capital Region City Deal to
appropriately take a leading role in delivering solutions:




The need to provide the SME development sector with additional financing support –
Where the private and existing public lending markets fail to provide adequate finance,
which is leading to a large portion of the smaller sites component of the CCR
development pipeline being stalled.
The need to provide support to large, strategic sites throughout the geography, which
are currently ‘locked’ due to known viability constraints at various parts of the
development cycle (e.g. land price, remediation costs, infrastructure costs).

Through the options analysis work, this SOBC identifies four broad preferred options which should
be taken forward to detailed value for money analysis as part of a Full Business Case (FBC).
Refinement of these options will subsequently produce the required level of understanding of the
financial and commercial arrangements which would need to be established to effectively operate
and manage a Cardiff Capital Region Housing Investment Fund.
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2 Introduction
2.1 Purpose of the Strategic Outline Case
This Strategic Outline Business Case (SOBC), sets out the rationale for Cardiff Capital Region to
provide funding to setup a Housing Investment Fund. Cardiff Capital Region was formally established
in March 2017, and operates under the terms of a Joint Working Agreement between the 10
constituent Local Authorities (geographically contiguous with the economic sub-region of South East
Wales), Welsh Government and HM Treasury.
The purpose of Cardiff Capital Region is to manage the delivery of a City Deal funding agreement
between these bodies, with the explicit objectives to boost economic growth and inclusion. Due to
the nature of housing as a fundamental building block of a regional economy, and the geographic
reach, and strategic and economic remit of the Cardiff Capital Region, it is uniquely placed as a body
to provide targeted, evidenced support to housing delivery across the area.
The SOBC has been developed according to the best practice HMT Five Case Model which provides a
structured framework for considering what the benefits of such a housing fund could and should
look like in relation to the wider strategic policy environment, and the most appropriate mechanisms
for capturing these benefits.
The SOBC is structured as follows:
Executive Summary – Summarising the main findings and outcomes of the SOBC
Strategic Case – Sets out the overall strategic rationale for the development of a Housing Investment
Fund. This is appropriately the most fully developed component of the business case at SOBC stage.
It confirms the housing delivery challenges identified within the CCR, and sets out the economic,
social and environmental problems associated with these challenges. The strategic case is set within
the context of wider policy challenges and strategic objectives of CCR and key stakeholders
(including Welsh Government), and assesses how potential solutions could address these objectives.
Economic Case – The economic case is developed through an options analysis of a long-list of
identified ways forward to be fully explored at Full Business Case (FBC) stage. It provides an
overarching strategic assessment of the variety of levers that could be used to deliver benefits
aligned to addressing the identified housing delivery challenges within CCR.
Commercial Case – This section signposts the various ways in which a Fund could be procured, and
the mechanisms through which investments from the fund could be made, referenced against the
overall potential delivery framework and benefits realisation criteria.
Financial Case – The financial case provides an initial overview of the expected whole-life costs of
managing a housing fund, and the potential implications of financial management as influenced by
the findings of the Economic and Commercial Cases.
Management Case - Sets out the initial principles for robust delivery, monitoring and evaluation of
the Fund
For the Commercial, Financial, and Management cases, guidance is provided as to how these can be
developed to FBC level in a proportionate manner, given the nature of the project and the findings
of the Strategic and Economic cases.
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The development of the SOBC has provided a framework within which CCR and key Welsh
Government Stakeholders, and Local Leaders, have been able to influence the direction of
development of the project within the context of identified local challenges and priorities. A formal
workshop of options analysis and delivery mechanisms was undertaken on 9th August including CCR
officers and directors, Welsh Government identified key stakeholders, and specialist business case
development and project management consultancy support.
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3 The Strategic Case
3.1 Strategic Context
Housebuilding rates within the Cardiff Capital Region have not recovered to pre-Great Financial
Crisis levels and there is a historic, cumulative under delivery of housing in the CCR where rates of
new housing development have been below identified levels of housing need for at least 10 years.
There is no reason to believe that without additional support the market will be able to deliver the
c1500+ homes per annum that Welsh Government deem necessary to meet need in the region. The
development of a Housing Investment Fund to undertake steps to support high-quality, additional
housing delivery has therefore been identified by the Capital Region (through the Regional Cabinet)
as a priority investment area for the City Deal Wider Investment Fund (WIF). The fund will not be
able to solve all challenges related to housing delivery in the CCR given the broad macro-economic
contexts, and variety of interlinked sectors, markets, actors, regulations, and required inputs, that
impact how and where housing is delivered. The purpose of this SOBC will therefore be to identify
the ways that CCR can deliver maximum value for money in the areas where it is most appropriately
able to influence housing delivery.
In 2017, Welsh Government identified housing as one of five priority areas which have the “greatest
potential contribution to long-term prosperity and well-being” in its Prosperity for All Economic
Action Plan. This reflects a broad understanding among stakeholders within the built environment
sector of the need to address significant delivery issues in the Welsh housing market. Over the past
decade, the Cardiff Capital Region has accounted for 51% of all housebuilding in Wales, and is wellpositioned strategically and economically to unlock much-needed housing supply.
As shown in figure 1 below, housing delivery across the Cardiff Capital Region fell sharply
immediately following the 2007 Financial Crisis, and has yet to return to the level seen before
economic downturn. The average annual number of housing starts since 2008 has been
approximately 3000, with a degree of annual volatility, however the Welsh Government estimates
that a ‘central estimate’ of current housing need across the 10 Cardiff Capital Region Authorities is
c47001 new homes per annum (as illustrated by the red line in figure 1). In the decade since the
financial crisis, new housing supply has never attained the annual central estimate.

1

The definition of overall housing need used by Stat Wales reflects both the existing unmet need (including homeless
households in temporary accommodation and overcrowded or concealed households) and newly arising need (a projection
of newly forming households), which require an additional housing unit to be built. This is not an attempt to estimate the
full extent of households living in unsuitable accommodation in Wales.
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Figure 1: Annual House Building Starts in the Cardiff Capital Region and WG Central Estimate of Annual Delivery Need
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Figure 2 below illustrates the general widespread decline in housebuilding in the region at a Local
Authority level. Most notably, housing delivery fell by 87% in Merthyr Tydfil and 79% in Rhondda
Cynon Taf between 2007 and 2018, compared to an average of 32% across the whole region.
Housebuilding in seven out of the ten local authorities has failed to recover to pre-financial crisis
level, with the exception of Bridgend, the Vale of Glamorgan and Torfaen.
Figure 2: House Building Starts in the Cardiff Capital Region by Local Authority
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Figure 3 shows the disparities in housing delivery across Local Authority areas in relative terms,
analysing housing delivery rate per 10,000 people for each CCR LA. Rhondda Cynon Taf, Merthyr
Tydfil and Caerphilly had the lowest rate of housing delivery in the region in 2018. Conversely, M4
corridor Authorities like the Vale of Glamorgan, Bridgend, Cardiff and Newport had the highest
proportional rates of housebuilding.
Figure 3: Housing delivery rate per 10,000 people in the Cardiff Capital Region, by Local Authority, 2018

Local Authority

Proportional Housing Delivery Rate (New
Houses per 10,000 people) in 2018

Bridgend

21

Vale of Glamorgan

62

Cardiff

24

Rhondda Cynon Taf

4

Merthyr Tydfil

7

Caerphilly

7

Blaenau Gwent

12

Torfaen

47

Monmouthshire

24

Newport

27

Source: Stat Wales, ONS

Figure 4 helps illustrate this point geographically, showing the lower rates of housebuilding in northwestern Valleys Authorities of the region compared to stronger rates of delivery in Torfaen and
along the M4 corridor.
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Figure 4: Map of the housing delivery rate per 10,000 people in the Cardiff Capital Region by Local Authority in 2018
Source: Stat Wales, ONS

In addition to supply challenges, there are also significant concerns within the sector regarding the
quality of housing being brought forward and being replaced, as evidenced in the 2019 Independent
Review of Affordable Housing Supply commissioned by the Welsh Government. The Review identifies
existing low quality housing stock that suffers from fuel inefficiencies and other issues such as poor
health outcomes that compound social and economic issues for residents in already deprived areas
(e.g. 23% of households are identified as being in fuel poverty in Wales). New homes which meet the
Welsh Housing Quality Standards, or deliver zero carbon objectives, have the potential to improve
health outcomes, reduce fuel poverty, and support the region’s and Welsh’ Government’s low
carbon ambitions.
As figure 5 shows, there is also a clear under-delivery of affordable housing in the Cardiff Capital
Region. In each of the CCRs Local Authorities (excluding Blaenau Gwent), there was a registered net
need of affordable housing when their most recent housing needs assessment was completed.
Housing need refers to households which lack their own housing or are living in housing deemed

9|Page

Cardiff Capital Region
Housing Investment Fund – SOBC DRAFT
inadequate or unsuitable2, and who are unable to access or afford suitable market housing (Local
Housing Market Assessment Guide).
Figure 5: Net Need of Affordable Housing Units per annum by Local Authority according to the latest Housing Needs
Assessment (as published by each district)

Local Authority

Net Need of Affordable Housing Units per
Annum

Bridgend

1762

Vale of Glamorgan

576

Cardiff

2024

Rhondda Cynon Taf

738

Merthyr Tydfil

366

Caerphilly

282

Blaenau Gwent

n/a

Torfaen

200

Monmouthshire

474

Newport

593

Source: Housing Needs Assessment by Local Authority

As identified in Independent Review of Affordable Housing, adequate affordable, quality housing
supports the delivery of a range of connected social and economic outcomes, including physical and
mental well-being, educational attainment and employment rates. The existing lack of supply
constrains the choices available to tenants who require affordable housing, increasing the risk they
will be subject to inappropriate housing conditions.
Overall, both the provision and quality of housing matters for local economic outcomes. Inadequate
housing supply can impact labour mobility, increase business costs and drive up inequality, all of
which constrain economic growth. Conversely, as previously identified by the Wales Housing Supply
Task Force, new homes attract private investment and improve the overall attractiveness of an area
as a place to invest, in both a commercial and residential sense.

3.2 Case for Change
The social, economic and environmental impact of insufficient quantity and quality of new housing
are clear to see across the region, and are discussed in detail below.
Likely consequences of not providing further support will see:
•

Continued rising house prices to income ratios (i.e. lower affordability throughout the
region)

2

Welsh Governments Local Housing Market Assessment Guide takes a broad definition of inadequate or unsuitable
housing, including residents in situations of homelessness or insecure tenure, overcrowding or concealment, poor dwelling
condition and those with social needs to move (e.g. harassment).
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•
•
•

 This means increasingly large portions of household income is being accumulated in
a traditionally volatile asset (housing), and reducing consumer spending and
investment in other sectors throughout the economy.
Low quality stock not replaced, negatively impacting the ability for the Region to meet zero
carbon and wider housing quality objectives
A missed opportunity to drive economic growth by connecting development to strategic
infrastructure investment (e.g. Metro)
Continued and worsened outcomes of unaffordability (including, increased homelessness,
negative mental and physical health outcomes, economically isolated communities).

In terms of housing affordability, real terms house price inflation has been a growing structural issue
across the whole UK economy for the past two decades. In recent years, it has become an acute
issue in the Welsh housing market. House prices in Wales have risen by 6.96% over the past two
years, the second fastest rate among the UKs regions (see figure 6). As the most significant
component of the Welsh housing market, parts of the Cardiff Capital Region have been strongly
impacted by increasing house prices
Figure 6: House Price Growth by Region in the UK from Q3 2017 to Q2 2019

Region

House Price Growth (2017
to 2019)

North

1.84%

Yorkshire & Humberside

5.48%

North West

3.98%

East Midlands

4.10%

West Midlands

5.70%

East Anglia

3.13%

Outer South East

-0.11%

Outer Metropolitan London

-1.84%

London

1.28%

South West

2.05%

Wales

6.96%

Scotland

1.89%

Northern Ireland

7.25%

United Kingdom

2.00%

Source: Nationwide

Additionally, inflation in the housing market has significantly outstripped wage growth in the Cardiff
Capital Region. Using the average house-price-to-income ratio as a measure of the affordability of
housing in the region, this had almost doubled between 1999 and 2007, rising 97%, as shown in
figure 7. The affordability ratio reduced slightly in the aggregate immediately following the financial
crisis in 2007/8, as house price growth contracted nationally, before continuing to worsen again. As
of the 2018, median house prices were over five times the size of the median average annual income
in the region.
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Figure 7: Ratio of Median House Prices to Median Gross Annual Workplace-Based Income (£) in the Cardiff Capital Region
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Source: Stats Wales

At the Local Authority level, the picture has been more nuanced since the financial crisis. Highdemand areas like the Vale of Glamorgan and Cardiff have seen a further rise in the affordability gap
since 2009 as illustrated in figure 8. Conversely, other Local Authorities such as Merthyr Tydfil and
Blaenau Gwent have seen a decline in the in the price of housing relative to salaries since 2009.
Figure 8: Ratio of Median House Prices (£) to Median Gross Annual Workplace-Based Income (£) by Local Authority in the
Cardiff Capital Region

Local
Authority

1999

2009

2018

YoY Average
Growth (1999 –
2009)

YoY Average
Growth (2009 –
2018)

Bridgend

3.13

5.02

5.05

6.0%

0.1%

Vale of
Glamorgan

3.97

6.37

8.61

6.0%

3.9%

Cardiff

3.75

6.13

7.05

6.3%

1.7%

Rhondda Cynon
Taf

2.42

4.07

4.36

6.8%

0.8%

Merthyr Tydfil

2.27

4.34

3.78

9.1%

-1.4%

Caerphilly

2.78

4.79

5.00

7.2%

0.5%

Blaenau Gwent

2.09

3.72

3.59

7.8%

-0.4%

Torfaen

2.69

5.14

5.27

9.1%

0.3%

Monmouthshire

4.62

7.84

8.62

7.0%

1.1%

Newport

2.90

5.34

6.03

8.4%

1.4%

Source: Stats Wales
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Figure 9 shows median house price growth for five local authorities in the Cardiff Capital Region. In
the M4-corridor local authorities of Cardiff and the Vale of Glamorgan, house price growth has
recovered following a brief malaise during the financial crisis in 2007/8. However, in more peripheral
areas of the region, such as Rhondda Cynon Taf, Merthyr Tydfil and Blaenau Gwent, house price
growth has flat-lined, and in some cases not recovered to pre-crisis levels.

Figure 9: Median House Price Growth for five local authorities in the Cardiff Capital Region
250,000
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150,000

100,000

50,000
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Vale of Glamorgan
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Rhondda Cynon Taf

Merthyr Tydfil

Blaenau Gwent

Source: Stats Wales

Overall, the affordability of housing in the Cardiff Capital Region remains a significant issue – the
affordability gap was 87% larger in 2018 than it was in 1999. After the financial crisis however, the
region’s housing market has been dominated by two themes:
1. A growing affordability gap in M4 corridor areas as demand for housing has exceeded the
supply of housing being brought forward.
2. Stagnant house price growth in northern areas of the region which are linked to structural
economic challenges in these Local Authorities.
As such, objectives for the Housing Fund should take steps in addressing the complex and divergent
nature of the issues facing the region’s housing market. For all areas, the quantity of housing being
delivered needs to increase in order to close a substantial (and in some places growing) affordability
gap. This goes hand-in-hand with securing a higher quality of housing for the region, especially in the
context of the Capital Region’s wider strategic goals (e.g. supporting sustainable and inclusive
growth). For more low demand areas, housing delivery objectives should be complementing wider
efforts to promote economic activity and productivity growth (e.g. capturing the benefits of
connectivity improvements provided by the Metro, regenerating town centres, etc.) and improve
housing stock quality to boost social and environmental outcomes.
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3.3 Problem Statement
As identified above, and highlighted in the Welsh Government’s Affordable Housing Review and
Housing Supply Taskforce the likely consequences of not providing further support to housing
market will see:
•
•
•
•

Lower affordability - constraining consumption and economic growth.
Low quality stock – driving social and environmental consequences
Poor strategic planning – e.g. through failing to fully maximise the benefit of schemes like
Metro
Negative social outcomes of unaffordability

Whilst Welsh Government have responded positively to the Independent Review of Affordable
Housing recommendations, there is a still nonetheless a clear further need for additional market
support to be able to deliver the extra 1500+ homes deemed necessary per annum to meet need in
the region.

3.4 Proposed Solutions and Spending Objectives
The analysis within this Strategic Case, drawing on a broader existing evidence base, stresses the
urgency for action to support additional quality housing supply across the region. Investment from a
Housing Fund should reflect the complex and multi-faceted problems stalling the delivery of homes,
and the diverse challenges across different Local Authorities. The Independent Review of Affordable
Housing identifies several areas requiring action to effectively address identified quantity and quality
challenges in the Welsh housing delivery system, including:
1. Improving the understanding Local Authorities have of their own housing need.
2. Delivering better housing quality standards, particularly as they relate to the region’s low
carbon agenda.
3. Supporting the use of modern methods of construction to increase the scale and pace of
affordable housing provision.
4. Providing support to the SME housing delivery sector
5. Encouraging the use of public sector land assets to provide capacity to the market.
6. Supporting the flexibility of grant funding offered for affordable housing supply.
Whilst these focus on challenges directed at Welsh Government, CCR are required to consider
overlaps with their own strategic priorities where key challenges have been already identified and
they can provide additional support, and also to look more broadly, especially to areas of challenge
within the private sector. To this end, CCR commissioned Savills in March 2018 to undertake a
review of the private sector housebuilding market within South East Wales.
The research assessed some of the causes of the market failures driving insufficient levels of private
delivery of new housing, identifying existing funding support schemes for the private sector and
suggesting where there may be gaps for new funding or finance support.
Savills noted that the planning pipeline of housing within CCR is split roughly equally between large
sites of greater than 500 units and small sites of less than 500 units. The issues associated with
bringing these sites forward were as follows:
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At larger sites, both Local Authorities and developers noted typically high upfront costs for
remediation and infrastructure investment, especially at many legacy industrial sites
prevent market delivery of these sites.
At smaller sites, inability to borrow from the market to cover upfront costs of the delivery
cycle, including dealing with the planning process, but also remediation costs too, is
identified as a major barrier to progressing sites.

The report indicated two clear market failures affecting private housebuilding, and from which a
case can be made for additional public intervention:
1. Large strategic sites requiring a degree of ‘unlocking’ due to high remediation or enabling
infrastructure costs.
2. Inadequate financial support for SME builders at small sites at the appropriate stages of the
development cycle development (especially at sites of 32 units or less).
Overall, the findings from both Independent Review of Affordable Housing, the Savills Research, and
independent analysis undertaken for this SOBC underline the need for a coordinated strategy to
ensure the sufficient and adequate housing is delivered in the right geographies across the Cardiff
Capital Region. There is an essential role for affordable housing in delivering the 1500+ annual
shortfall in housebuilding South East Wales needs. As such, the region should consider a wide range
of mechanisms to unlock housing in a way that allows them to influence the quality and
environmental contribution of housing supply.
In light of this strategic context and identified market failures, Cardiff Capital Region therefore
intends to deliver a targeted fund or funds that will accelerate the overall housing delivery rate in
the Region and will produce positive outcomes to:






Increase overall economic output and boost GVA;
Promote economic inclusion, particularly for those in economically disadvantaged
communities;
Lead to more housing that is genuinely affordable for residents;
Contribute towards the ‘quality homes’ agenda, including Welsh Housing Quality Standards
for physical and mental health standards and zero carbon objectives; and
Produce environmental, social and health benefits that improve overall quality of life for
residents

These outcomes represent the Spending Objectives of the Funds, against which the overall
performance of the fund should be judged for benefits realisation over time.
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4 The Economic Case
Under Green Book Guidance, the purpose of the Economic Case at SOBC stage is to develop a long
list of options to address the Spending Objectives of the investment, with an initial recommended
short list, or ‘preferred way forward’, for further examination at FBC stage. The long list of options
are drawn from detailed formulation of the potential solutions developed from review of the overall
evidence base informing the Strategic Case.
The Economic Case then defines a set of critical success factors (CSFs) which are used as criteria to
filter down the long-list, and are based on known CCR and key stakeholder (Welsh Government)
strategic objectives and priorities.
The Economic Case discusses the strengths, weaknesses, opportunities and threats (SWOT) of each
of the long listed options, based on the defined CSFs, and presents a preferred way forward. Lastly it
sets out the next steps CCR will need to take to develop an FBC-level Economic Case for the Housing
Investment Fund.

4.1 Long list of options
The Economic Case considers a wide range of options which could achieve the overall objectives of
the fund to accelerate the overall housing delivery rate in Cardiff Capital Region, in ways which
maximise wider economic, environmental, social and health benefits to the residents and the
Region.
In order to develop a long list of options that could achieve the Spending Objectives of the Housing
Investment Fund, a literature review of background evidence was undertaken to investigate
mechanisms that could boost the quantity and quality of housing delivery, in a CCR, Welsh and UK
scope. Documents reviewed include:








Fixing our broken housing market, February 2017, Ministry of Housing, Communities and
Local Government (MHCLG)
Independent Review of Affordable Housing Supply for Wales, April 2019
Delivering More Homes for Wales, January 2014, Housing Supply Task Force
Housing Investment Fund - Research Report for Cardiff Capital Region, July 2019, Savills
Tackling the under-supply of housing, December 2018, UK Parliament
Building the Homes we Need, 2015, Shelter and KPMG,
Effective Housing for People on Low Incomes in the Welsh Valleys, 2018, JRF

Based on the literature review, and in influenced by the analysis set out in the Strategic Case, the
following long-list of options for the Housing Investment Fund were identified:
Option 1: Additional revenue funding to Local Authorities’ Planning departments. Many Local
Authorities (LAs) in the UK have been cited to lack sufficient resources to quickly and effectively plan
and deliver new housing in their jurisdictions, whilst ensuring quality standards and delivering wider
economic benefits (e.g. from better connectivity). This insufficiency has resulted in plan-making
being slow, expensive, oftentimes delayed, and sub-optimal from a wider benefits perspective.
Under this option, the Fund would be used to provide additional revenue funding to LAs within CCR
to give their planning departments more capacity and capability to deliver up-to-date, ambitious
plans that incorporate spatial development strategies, undertake proactive and capability-intensive
interventions in the land market such as land assembly and CPO when necessary, review
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development applications promptly; engage their communities on the design and mix of new
homes; and ensure homes that are planned for are built out on time.
Option 2: Loan/grant support to deliver enabling infrastructure and unlock stalled sites. Regardless
of housing market strength, many large sites in CCR fail to come forward due to high upfront preconstruction capital costs. This is either due to the site being on ex-industrial land which requires
significant land remediation and extensive technical assessments, or the site is not strategically
located, which requires enabling infrastructure to make the site attractive to prospective
developers. These high upfront capital costs ultimately result in the development being
commercially unviable for the private sector and the housing sites remain stalled. Under this option,
the Fund would be used to provide loan or grant funding to the private and public sector to unlock
these stalled sites.
Option 3: Boost training in the construction sector. The UK has historically faced low levels of
investment in skills in the construction sector, which has contributed to skills shortages in the
industry in some key trades and in some regions. This is due to worsen over the next ten years as a
higher proportion of the construction workforce face retirement age in comparison to new joiners,
and could result in even lower rates of housing delivery in Cardiff Capital Region. Under this option,
the Fund would be used to boost training in the construction sector with a view to increasing
productivity in the sector and accelerating housing supply.
Option 4: Direct loan/grant support to SME builders. Savills’ market assessment report sites that
almost half of the housing pipeline in Wales come from small sites (i.e. less than 500 units). These
sites are typically too small to be of interest to volume builders, whilst the market share of SME
builders in Wales has declined markedly since the global financial crisis. This decline is largely due to
limited access to financing SMEs face, particularly at the early stages of development. Under this
option, the Fund would be used to provide additional loan and/or grant support directly to SME
builders in order to unlock small sites in CCR.
Option 5: Direct loan/grant support for custom and self-build homes. Alongside SME firms, custom
and self-build homes enable people to choose the design and layout of their home, while a
developer or specialist firm may support to find the site, secure planning permission and build the
property. Custom and self-build homes are generally built more quickly and to a higher quality than
homes delivered via traditional private and public markets. Under this option, the Fund would be
used to provide loan and/or grant support directly to home or land owners for the purpose of
building custom and self-build homes.
Option 6: Supporting Local Authorities to directly deliver housing. LAs’ role in delivering new
housing goes beyond using their planning powers. LAs, Housing Associations, and local development
corporations (where established) can directly impact housing delivery by developing new market
housing for sale or private rent, as well as affordable housing. Under this option, the Fund would be
used to provide LAs, housing associations, and local development corporations with capital funding
to deliver housing via a range of possible mechanisms.
Option 7: Boost productivity and innovation in the construction sector. The housebuilding industry
is less productive than the average industrial-sector within the wider economy. This is partly due to
low levels of investment in innovation, such as modern methods in construction and off-site housing
construction. On the back of the publication of the Farmer’s (2016) report, Modernise or Die, as well
as the findings of Cardiff University’s (2017) report, More: Better (which was commissioned by
Welsh Government), it was determined that innovation in the construction sector has a role to play
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in boosting productivity and accelerating housing delivery in Wales. Under this option, the Fund
would be used to provide funding and/or financing to local development firms and SMEs to boost
innovation in their firm. This could take the form of revenue funding/financing to research and
develop (R&D) innovative methods to construction, or capital funding/financing to invest in the
technology or equipment required to undertake new and innovative construction methods. The
outcome of this option would be to boost productivity in the construction sector, resulting in faster
and more efficient housing delivery and sectoral GVA growth.
Option 8: Help-to-buy equity loans for prospective home owners. Home ownership, particularly
among younger people, has declined sharply in recent years due to lack of housing affordability.
Under this option, the Fund would be used to help prospective home owners raise the equity
required to invest in a home, providing support to the demand side of the market.

4.2 Critical success factors
Critical Success Factors (CSFs) reflect the essential attributes the Fund options must achieve. These
are ultimately used as criteria to assess and sift through our long list of options, and get to a
preferred way forward.
CSFs were first developed through a literature review of a number of relevant policy documents,
including:








Investment and Intervention Framework and Toolkit – provides the basis on which the
Regional Cabinet will formally evaluate and prioritise investment projects for the City Deal
Wider Investment Fund.
Cardiff Capital Region Industrial and Economic Plan – guides CCR in the deployment of
funding, policy decisions, and targeted effort to ensure future economic growth and
economic inclusion in the region.
Future Generations Assessment – used by local and national public bodies across Wales to
demonstrate how projects or initiatives will improve the social, environmental, economic
and cultural well-being of Wales and contribute to the seven national well-being goals.
HM Treasury / Welsh Government Green Book – provides guidance on how to build a
business case in the UK, and lists considerations on critical success factors.

Potential CSFs were then workshopped with key CCR decision makers against the long-list options,
and members of Welsh Government and Development Bank of Wales in August 2019, helping to
reach the following refined list of CSFs:
1. Ability to deliver a financial return on investment. It should be considered if the options could
enable leveraging public and private investment to generate financial ROI and directly contribute
back to the Fund, where appropriate. This would be limited in the case of providing grant
funding.
2. Ability to meet CCR and Welsh Government’s economic, environmental and social objectives.
The Fund will be coming from a combination of City Deal WIF and Welsh Government. Thus the
options should align to the core economic, environmental and social objectives of CCR and
Welsh Government. This comprises:




Economic growth in the CCR (i.e. job creation, investment leverage and GVA uplift);
Economic inclusion in the CCR (i.e. creating opportunities for all residents);
Affordable housing;
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Well-being of Future Generations;
Zero carbon targets;
Optimising outcomes from the Metro;
Economic Prosperity for All; and
Welsh Housing Quality Standards

3. Complementary and additional to mechanisms already available in the CCR housing market.
The options should be a complement to existing funding and financing schemes, and should
provide additional support in unlocking sites and accelerating housing supply in CCR; not crowd
out existing sources.
4. Achievability and deliverability. The amount that has be provisionally allocated to the Fund is
£30m.The options for the Fund should be achievable and deliverable given the potential size of
the Fund and the administrative burden.
5. Addresses CCR-specific housing market failures. There are number of reasons why housing
supply and quality does not always align to market demand and Local Authorities economic
growth objectives; ranging from factors at the initial planning stage through to detailed design
and delivery. The Fund options should aim to address the housing market failures bespoke to
CCR.

4.3 Strengths, weaknesses, opportunities and threats of the long-listed options
This section discusses the SWOTs of each of the long listed options. Options were ranked on a scale
of 1 to 3 based on a qualitative assessment of how well they achieve each of the five Critical Success
Factors. This means the maximum score and option can get is 15. The following table summarises
the score of each option.

Option 1:
revenue
funding to
LAs
Option 2:
enabling
infrastructure
to unlock
stalled sites
Option 3:
training in
the
construction
sector
Option 4:
support to
SME builders
Option 5:
support for
custom build
homes

Ability to a
deliver
financial
return on
investment

Ability to meet
CCR and Welsh
Government’s
economic,
environmental
and social
objectives

Complementary
and additional
to mechanisms
already
available in the
CCR housing
market

Achievability
and
deliverability

Addresses
CCR-specific
housing
market
failures

Total Score

-



-





7











12

-



-



-

6











12











10
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Option 6: LAdelivered
homes
Option 7:
boosting
construction
sector
productivity
Option 8:
Help-to-buy
equity loans











10





-





6





-



-

7

Option 1: Provide more revenue funding to Local Authorities’ Planning departments received a
total score 7/15. This option aims to address the housing market failure of CCR, whereby LAs’ lack
sufficient resources in their planning departments (as discussed in the Welsh Government’s
Affordable Housing Review). If given the capability and capacity to effectively and efficiently deliver
housing, this could contribute to addressing CCR and Welsh Government’s wider objectives.
Although an important overall element of the housing delivery and development cycle, this option is
deemed fundamentally unsuitable for the CCR given its requirement for ongoing revenue support. It
does not provide CCR an option to achieve financial ROI and in addition, would overlap with Welsh
Government responsibility for funding such programmes at an LA level.
Option 2: Loan/grant support to deliver enabling infrastructure and unlock stalled sites received a
total score 12/15. This option addresses a CCR-specific market failure identified within the Savills
research, whereby many large sites are stalled due to high upfront capital costs required for land
remediation and/or enabling infrastructure to make the site more viable for developers. Given the
scale of housing that could be unlocked under this option, this could clearly result in economic and
social outcomes strongly aligned to the objectives of CCR and Welsh Government, and contribute
towards alleviating identified market failures. CCR could use this option to leverage public and
private investment to generate a financial ROI and directly contribute back to the Fund. This can be
achieved in the form of debt (including mezzanine) or equity (e.g. joint-venture). According to Savills
research, many stalled sites would require a significant amount of grant funding (c. £10m), which
could limit the overall amount of funding that could be undertaken at any point in time, meaning
that the overall fund could be quickly absorbed. Detailed option design should ensure that there is
no overlap with schemes already available in the market (e.g. DBW Stalled Sites Fund).
Option 3: Boost training in the construction sector received a total score 6/15. Whilst developing
skills of the future is an objective of CCR and Welsh Government, and this option could be achievable
given the size of Fund, there are many reasons this option scores relatively low against the CSFs.
First, there would be no ability to attain a financial ROI under this option. Secondly, this option was
not seen to address a CCR-specific housing market failure. Lastly, whilst there are no training
programs directly funded/administered by Welsh Government or CCR, there exists in Wales the
Construction Wales Innovation Centre (CWIC). CWIC, in partnership with University of Wales Trinity
Saint David’s, delivers training courses and engagement events for all levels and all industries within
the construction sector (e.g. housing, transport, commercial real estate). CWIC works in partnership
with federations, associations, professional and other industry bodies to ensure programmes are
targeted to areas where the is a particular skills gap in the construction sector in Wales, such as
construction management and quantity surveying. Thus this option would not be additional to what
is already available in the market.

20 | P a g e

Cardiff Capital Region
Housing Investment Fund – SOBC DRAFT
Option 4: Direct loan/grant support to SME builders received a total score 12/15. Under this option,
CCR can finance small housing developments and leverage private investment to generate a financial
ROI to the Fund. This would be subject to the level of risk CCR is willing to take on. According to
Savills research, almost half (49%) of the housing pipeline in CCR is located on small sites (i.e. less
than 500 units). Thus the scale of housing that could be unlocked, as well as the increasing
densification of CCR, could result in the economic and social outcomes aligned to the strategic
objectives of CCR and Welsh Government. While there are financing options currently available to
SMEs, Savills research suggests SMEs currently have limited access to commercial debt finance at a
reasonable cost. This is particularly challenging at pre-planning stage since this is seen to lenders as a
higher risk. This option is seen as achievable and deliverable given the size of the funds available
(£30m) and the amount of funding/financing SMEs would need to make small site viable (c. £300k£1m). However, depending on the procurement route taken, this could be administratively
burdensome to CCR. Lastly, this option addresses a CCR-specific housing market failure, whereby
many small sites are not seen as attractive to large developers, and not taken on to SMEs due to
limited financing options available.
Option 5: Direct loan/grant support for custom-build homes is similar in principle to Option 4, but
targeted to custom-build homes and micro SMEs. This option received a total score 10/15. Similar to
Option 4, a ROI could be attained for the fund. However these are potentially higher risk due to lack
of knowledge and credit worthiness of the developers this Fund would target. The scale of housing
to be unlocked would be less than that of Option 4 and therefore its alignment to CCR and Welsh
Government are relatively limited. Through discussions with key stakeholders, it is understood that
DBW are looking to develop a custom-build fund in Spring 2020. Depending on how this is designed,
this option may not be additional to what will be available to custom-build homes and micro SMEs.
Similar to Option 4, this option could be achievable and deliverable given the size of the loan
involved, but could also be administratively burdensome to CCR. Lastly, this option addresses a CCRspecific housing market failure for similar reasoning as Option 4.
Option 6: Supporting Local Authorities to deliver housing received a total score 10/15. Under this
option, the Fund would be used to provide LAs, housing associations, and local development
corporations with capital funding to deliver housing. As developments would be public-sector led, or
led by a housing association, the majority of housing developed would likely be targeted to
affordable housing. Whilst this is aligned to Welsh Government’s priority to deliver affordable and
social housing, the ability to generate a ROI could be limited. LAs and Housing Associations have the
ability to deliver housing now, so this option was not seen as a complement to existing capabilities.
This option could address CCR-specific housing market failures if developments are targeted to large,
stalled sites. However, this would impact achievability and deliverability since this would require
large, upfront capital costs from land remediation and/or enabling infrastructure; resulting in a
limited scope of what could be delivered with the size of the Fund (£30m).
Option 7: Boost productivity and innovation in the construction sector received a total score 6/15.
In February 2017 Welsh Government announced the Innovative Housing Program (IHP) which
provides revenue and capital funding to the construction sector to conduct R&D and invest in novel
technology or equipment innovation. This demonstrates that this option, whilst a strategic priority
for Welsh Government may not be additional to programs already available in this space. It is also
noted that the IHP is part of the Welsh Government’s affordable housing programme, and is limited
to the private sector for the purpose of market housing due to State Aid rules. This indicates that this
option may not be achievable and deliverable, beyond what is already provided in the IHP. This also
indicates the ability to generate financial ROI will be limited.
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Option 8: Help-to-buy equity loans for prospective home owners received a total score 7/15. A
financial ROI could be achieved under this option, as the program would be designed to have
prospective owners pay back their equity loans over time with interest. This option was also seen as
achievable and deliverable given the size of the funds available (£30m) and the amount financing
prospective homeowners would need. However, Welsh Government currently provides a shared
equity loan to buyers of new-build homes. The scheme supports the purchase of homes up to
£300,000 in value. This demonstrates that this option, whilst a strategic priority for Welsh
Government, is only partially additional to what is already available to prospective home buyers.
Fundamentally however, whilst this option could help certain groups into housing affordability in the
short term, it would not address the main constraints that impact the rate of housing supply in CCR.
Indeed, this option could worsen the housing market in CCR if housing demand increases and supply
constraints are not addressed, and ultimately end up increasing the number of households pushed
into an unaffordability scenario over the long-term.

4.4 Preferred way forward
The August 2019 workshop held with CCR decision makers, and members of Welsh Government and
Development Bank of Wales agreed on the framework through which the long-list options would be
appraised, and the process via which the preferred ways forward for the Housing Investment Fund
would be identified. Based on the SWOT analysis of long listed options, as tested through the
workshop discussion, five broad options were taken forward as short-listed options, which will be
assessed in a full social cost benefit analysis at FBC stage:
1) Do Nothing (not a formal option). Under the Do Nothing scenario, the Housing Investment Fund
is not implemented and the housing market continues under business as usual. This is not a
formal option given the agreed case for change but it used as a base assessment scenario from
which to establish the scale of benefit of the options.
2) Direct loan/grant support to SME builders
3) Loan/grant support to deliver enabling infrastructure and unlock stalled sites
4) Supporting Local Authorities to Deliver Housing
5) Direct loan/grant support for custom-build homes
The workshop also discussed how the preferred way forward options could be best designed to
closely address the CSFs. Considerations made during the workshop included:






Contractual clauses of financing which align to strategic priorities. The preferred way forward
options have the ability to align to the strategic priorities of CCR and Welsh Government so long
as these are agreed at the outset and are laid out as conditions to receiving funding and
financing (e.g. number of houses in small sites is defined; stalled sites are targeted to those in
disadvantaged communities; homes are built to a certain level of quality).
Ensuring the Fund is truly additional. The preferred way forward options have the potential to
overlap with existing funding and financing options available in the market today. Where there is
potential overlap differentiating factors would need to be considered to endure the Fund is truly
additional.
Loan versus grant funding. Leveraging public and private investment to generate financial ROI
and directly contribute back to the Fund can be done in the form of debt or equity (e.g. jointventure) to finance small housing developments, and/or supporting/enabling infrastructure.
Grant funding may be required in order to make sites viable, but the ability to generate an ROI
will be limited.
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Achievability in the context of £30m earmarked to the Housing Investment Fund.
Considerations should be made of what could be achievable with a £30m Fund, particularly for
the option of unlocking stalled sites. Whilst the option to provide additional finance support
targeted to SMEs is seen as more achievable in the context of a £30m Fund, considerations
should be made on the risk profile of developers that the Fund would be lending to.

These reflect only some of the commercial considerations the business case will need to address at
FBC, and the commercial case directly below addresses some of these wider considerations in more
detail.

4.5 Next steps for FBC
The next step in the development of the Economic Case involves appraising the social,
environmental and economic costs, benefits and risks for the short-listed options. Monetisable and
non-monetisable benefits and costs are considered in the Economic Case. A preferred option is
selected, based on its ability to achieve the highest value for money (i.e. ratio of net present social
benefits to net present social cost). Monetisable economic benefits could include land value uplift,
as well as GVA uplift from densification and productivity growth. Benefits and costs will be based on
the detailed design of the options (as discussed in the Commercial Case), and a programme level
assessment of the level, rate, and quality of housing delivered, relative to business as usual.

23 | P a g e

Cardiff Capital Region
Housing Investment Fund – SOBC DRAFT

5 Commercial Case
Key commercial considerations for the fund will be how to procure the identified preferred solutions
that emanate from the options analysis. There will need to be due consideration that the market will
be able to deliver the required outputs, and that where intervention is required, it is the most
appropriate and cost effective method of delivery.
It is important to note that of the four formal options to take forward, they align broadly with the
market research and evidence case gathering for the Strategic Case. That is, they provide two
preferred overarching paths for two separate market failures:
1) Additional loan funding mechanism(s) to support SME or micro-level delivery and,
2) A fund to unlock large sites,
These will potentially have very varied delivery mechanisms, addressing largely separate housing
market challenges. A proportional business case approach would suggest a joint strategic and
economic case for these funds could derive a value for money assessment, with divergent
commercial, financial and management cases, reflecting the different structures under which these
funds could be delivered, and the different timescales according to which they may be able to come
forward and operate.
In essence, the economic short-listing, and value for money analysis undertaken at FBC level, should
help refine the most appropriate form to develop funding mechanisms to address the two distinct
areas of market failure.

5.1 SME / Micro Loan Fund
The SME loan fund will be providing support directly to private sector actors, in the provision of
finance that they are not currently able to access via the market or via DBW/WG, i.e. it is additional
to existing available finance.
Nonetheless, current loan funding schemes, especially those already delivered by the public sector
(via DBW) designed to address existing market failures, provide a strong blueprint for the
commercial mechanisms that investments being made from the CCR SME / Micro Loan Fund could
follow.
CCR will therefore need to develop a commercial case for this fund along two main strands
1) To identify the most appropriate mechanism to procure a fund manager. The fund manager
will be responsible for undertaking investments, including the financial due diligence
activities on borrowers, and for establishing appropriate contracting and monitoring
arrangements with funding recipients.
2) To define the terms under which the fund manager should operate in order to deliver
benefits realisation. That is, the criteria under which schemes will be eligible to receive
funding, or be prioritised for funding, in relation to the strategic and economic objectives
identified above. This may for example involve an application, sifting, and due diligence
process, or consideration of how applications could be refined or improved to meet more of
the overall Housing Investment Fund Spending Objectives.
A key requirement for CCR in development of the fund will be to clearly understand the level of
latent demand in the market for additional financial support. The Savills research paper and
DBW data and knowledge from their existing schemes provide a view of an overall market
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failure, but there will be a need to understand the specific market segments and characteristics
of the market failures in greater detail. This will help provide an understanding of the
overarching framework in which potential-schemes could be considered. For example, a call for
competition funding, proactively targeting funding, or the ongoing management of an ad-hoc
lending facility are all potential lending frameworks depending on the expected overall level of
demand, and all will require different resource and management arrangements.
The ultimate fund manager will need to tasked with undertaking appropriate scrutiny procedures for
applicant schemes. In particular, risk and credit assessments will be required for companies and
organisations seeking funding. The parameters will need to be defined by CCR, with assurance that
the fund manager has the competencies and capabilities to undertake the work.
There will be different risks and workloads in due diligence and scrutiny dependent on the level of
experience and track record of the applicant. This could range from SMEs with existing market
delivery experience, through to self and custom build groups with no track record. The stage of the
development cycle in which funding is being requested will be a further factor that will have material
impact on the risk profile of a lending arrangement.

5.2 Unlocking Large Sites Fund
The unlocking sites fund should diverge from the SME Loan Fund in the Commercial Case because it
is expected to follow a more direct and targeted procurement route. The funding mechanism will
need to be flexible enough to identify the most appropriate procurement route, which will be
dependent on identifying the most effective mechanism to achieve critical success factors and
spending objectives at a site specific level of detail.
Commercial development of intervention mechanisms will need to take account of the outcomes of
relevant assessment activities:
1) Site identification: Site analysis will be needed across the main known large ‘locked’ sites
within the CCR region in order to understand the scale of commercial need for intervention.
2) Intervention mechanism: Different sites will be unlocked by different mechanisms as
relevant and most appropriate on a site-by-site basis.
3) Evaluation: The financial and commercial implications for unlocking sites, and the
intervention mechanism used, will variously facilitate or restrict key spending objectives and
CSFs depending on their context.
All of these factors will drive identification of the most appropriate commercial form of intervention
to procure. Cardiff Capital Region should look to develop at FBC level a prioritisation matrix of
potential commercial intervention mechanisms as quantifiable economic benefits become
identifiable against the accumulation of site specific knowledge.
There will be a need to consider the most appropriate mechanism to enable site-data to come
forward. A competition call based on the completion of sifting and application criteria, or targeted
additional research and two example methods to acquire additional required site data.
The role of third parties, including Local Authorities or important strategic bodies (e.g. Transport for
Wales), should be considered for the ability to close knowledge gaps and identify the broadest range
of possible investment opportunities and intervention routes.
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It may well be the case that such third parties will be more appropriate delivery partners in direct
development activities, in which case CCR will need to consider the commercial lending or funding
arrangements which it will establish to provide investment capital to these organisations.
The identification of the appropriate intervention mechanism based on an evaluation process will
then be followed by implementation of contractual and monitoring arrangements designed to best
ensure benefits realisation.
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6 Financial Case
The financial case considers the affordability and cost implications of the preferred options for
Cardiff Capital Region and its stakeholders. These will be expected to differ significantly between
loan investment options and unlocking / enabling fund.
The overall size of the expected fund has initially been proposed at £30m, split between CCR and
Welsh Government as funding sources. Welsh Government are expected to be able to support
complementary and additional financial lending facilities where these are identified to address a
latent demand for housing delivery caused by identifiable market failures. CCR would be able to
more appropriately invest its own resources directly to more strategic investments, such as to
address the identified market failures related to large ‘locked’ sites.
Nevertheless as the SOBC is refined through to FBC, further market research as identified in the
Commercial Case above for both site analysis and demand for additional lending, will drive out a
greater understanding of the overall level of investment need to both unlock large sites, and resolve
market failures in the private SME lending market. Furthermore, additional knowledge of typical
intervention derived from further site-based research would provide a detailed understanding of
how far a fund could ‘stretch’ to meet investment requirements within defined budget constraints.

6.1 SME / Micro Loan fund
DBW and Homes England, as well as other regional bodies such as Greater Manchester Combined
Authority, already operate existing successful lending schemes. ROI from such lending can be
profiled against a range of definable criteria, including:





lending terms,
principal ranges,
interest rates,
expected lending success (based on market analysis of existing schemes).

Further knowledge of the specific areas where private lending fails, i.e. where there would be a role
for CCR to provide additional support, in combination with a defined aspiration for ROI, and a view
to compliance with State Aid regulation, would enable CCR to assess how it might be able to profile
possible returns over time, to provide a view on overall fund longevity, and the overall volume of
finance available to be delivered to the market at a specified point in time.
Fund management would require resource investment, both from within the Cardiff Capital Region,
and to resource a dedicated fund manager. The Commercial Case and Management Case both also
set out due considerations which would impact administration costs.
Cardiff Capital Region will be required to secure the financial arrangements with Welsh Government
to show that they are able to undertake and underwrite the required upfront and ongoing lending
arrangements to leverage an SME / Micro Loan Fund. Additionally, lending or grant arrangements
will be leveraged against contributions from private or public sector delivery partners. It is essential
that delivery partner funding sources are optimised according to the maximum viable ability to
contribute relative to the expected value outcomes for each organisation.
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6.2 Unlocking Large Sites Fund
The fund to unlock large sites will likely have significantly different financial implications for Cardiff
Capital Region that the SME / Micro loan fund, both in terms of the financial management of the
fund and in terms of assessing likely and expected returns to the fund.
Chiefly, as identified in the Economic and Commercial Cases, there are a broader range of potential
mechanisms that have been identified, and that will be further refined during the FBC process, via
which Cardiff Capital Region could support such sites – following further detail and understanding of
site-based constraints. Such support could include:





Loan funding for bridge finance to support unlocking / upfront infrastructure or remediation
costs,
Grant funding to support such costs that are identifiable unviable,
Direct delivery of site components driving viability issues (e.g. affordable housing,
connectivity infrastructure),
Investment in land and land assembly.

These mechanisms vary from traditional finance support through to patient capital investment and
grant awards, and different mechanisms will necessarily impact on the possibility for financial
returns and the timescales over which returns can be achieved. The form of financial returns will
also vary from no-expected financial returns (grant), through income from lending, through to the
need to consider more innovative mechanisms from land value capture or infrastructure investment
(e.g. TIF, DRAM, Investment Recovery Charge, etc.)
Finally, the most appropriate body to undertake the investments will vary between mechanism
employed, as discussed in the Commercial Case. The financial implication will be related to the need
to consider how CCR could achieve financial returns from delivery undertaken by third parties, for
example, the award of funding for a local authority to invest in land and land assembly.
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7 Management Case
The purpose of the Management Case is to outline the processes and procedures in place for the
delivery, monitoring and evaluation of the Fund. SOBC stage outlines the high-level arrangements
for how the Fund should be set up and managed. Key considerations at this stage include:






Governance structures
o

Programme management governance arrangements

o

Partnerships with key organisations

Steps to project delivery
o

Getting to final business case

o

Getting to Fund Launch

Achievability of the project

The remainder of this Section is structured to discuss these above considerations.

7.1 Governance structures
Cardiff Capital Region (with Cardiff Council as accountable body) will be applying to both Welsh
Government and Cardiff Capital Region City Deal funding assurance processes and will be the initial
recipient of funds. Cardiff Capital Region will then have delegated responsibility for undertaking the
administrative arrangements for the operation of a Housing Investment Fund, including the
procurement of a fund manager(s) or grant or lending arrangements directly with third parties (e.g.
Local Authorities) as required. It will also be responsible for putting in place the procedures for
ensuring that the actions of organisations ensures the delivery of CCR objectives - to be expressed
through parameters and evaluative criteria on which funding awards will be conditional, as will be
set out in detail in the Commercial Case of the FBC.
CCR will be required to set out names colleagues within an organigram that will be responsible for
these tasks, as well as the ongoing management and oversight of both the fund and of third-parties,
including their required level of resource commitment.
CCR will need to develop a full, quantifiable where relevant, risks and issues matrix, for potential
challenges the fund(s) could face in both setup, operation, and benefits realisation. The content of
the risks and issues matrix will be partially driven by detailed scheme specification from
development of FBC-level Economic and Commercial cases, but also separate, dedicated workshop
exercises to consider potential challenges.

7.2 Steps to project delivery
Proportionately Getting to Full Business Case
The next required step to developing an FBC will be detailed design of the shortlisted options within
and FBC-level Economic and Commercial cases. This would establish:




Detailed consideration of the potential delivery mechanisms that could be eligible to receive
funding
Deal parameters that set out the social and economic criteria (linked to CSFs) and
contractual clauses for successful applications
How the Fund would be differentiated from existing funding and financing programmes in
the market
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Credit risk profile the Fund is willing to take
Circumstances for grant funding, if applicable
Potential ROI and ultimate the cost of the Fund

Based on the detailed design of the shortlisted options, in conjunction with further analysis of sitelevel data, a programme level assessment would need to be conducted. This would determine the
likely overall ability of the two broad fund areas to deliver value-outcomes related to quantity and
quality of housing, and the rate at which the housing is delivered can be established and compared
to business as usual, and the costs to achieve.
Once the preferred options within each broad fund area are better detailed, a task could be
undertaken to understand the commercial procurement options and determine how the Fund would
be administered. As mentioned above, this task would likely be significantly different for the two
fund areas.

7.3 Achievability of the project
The amount that has be provisionally allocated to the Fund is £30m, although as noted above, there
is potential for this to be reiterated as FBC development identifies value for money and likely impact.
Achievability of the project based fundamentally on successfully locking in this funding, both from
the City Deal WIF, and from Welsh Government as required. The application will be subject to
meeting the requirements of City Deal Assurance Framework, including review by the Investment
Panel, and final approval from the Regional Cabinet. Upon approval, the ability to deliver and
administer the Fund will be based on the procurement route selected for the preferred option, and
the quality of the management and monitoring arrangements put in place.
An indicative high-level task and milestone plan for FBC completion and implementation of the two
preferred ways forward could be as follows:
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