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In line with my undertaking to keep you informed as important developments occur in
relation to the Scottish Futures Trust initiative, I am writing to advise you of the
actions that I am taking following the consultation exercise and the production of a
Business Case. Our plans for taking forward SFT are based on the work of the
Government's SFT Steering Group which includes SOLACE and Partnerships UK
supported by PricewaterhouseCoopers. I have decided to set up immediately a
Scottish Futures Trust company which will take forward the various opportunities
identified by the Business Case work that will provide new approaches to capital
investment in Scotland. A copy of the Business Case is enclosed.

The consultation paper issued on 20 December made clear that the Scottish
Government saw the SFT initiative as following a development path to formulate a
final concept and implement the proposal. The setting up of the Scottish Futures
Trust company is a highly significant next step along that development path as we
create the focal point for our activities and the essential base of expertise required to
deliver a more efficient approach to securing investment.

The consultation exercise was welcomed by respondents and the importance of
infrastructure investment was universally recognised. The responses provided very
useful information and comment on the outline proposals contained in the paper.
We have used that information together with the work of the advisers on the
Business Case in shaping our plans for SFT. The plans take into account the UK
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Government's decision to adopt new international financial reporting standards from
2009-10.

The aim of SFT has always been to replace the use of the expensive PFI model and,
using non-profit distributing principles, to provide better, more cost effective
infrastructure for taxpayers. We have already made good progress with the first leg
of that task. Aside from those projects already in the pipeline, no new PFI projects
have been sanctioned since the Scottish Government came to power and where
analysis has shown that the use of private finance would increase value for money
we have used the NPD model. The task of the Scottish Futures Trust company will
be to consolidate this activity and, in addition, take forward the second element of
the overarching aim. This element is to maxi mise infrastructure investment while
providing a better deal for taxpayers through an efficiency programme using
improved planning and modelling tools, securing the benefits from aggregation and
developing a prospectus of future investment with which to secure more cost
effective funding packages.

Scotland's current state of infrastructure planning and support at national level
contrasts unfavourably with other countries which are making good progress with
successful infrastructure programmes through the advantage of strong central
support arrangements. Not only does their approach strengthen their public sector,
there is clear evidence that it attracts a stronger market in response to public
procurements.

With an investment programme of some £35billion over the next 10 years, I am clear
that SFT has an important role at National level to act as an expert broker in
supporting the investment programme set out in the Government's recently
published Infrastructure Investment Plan.

A strong lead role was advocated for infrastructure separate from mainstream
procurement of goods and services in the McClelland report, but not implemented
under the previous administration. The current 'Centre of Excellence' procurement
initiative under McClelland does not cover the same delivery and funding themes or
skills appropriate to infrastructure delivery, but SFT is a logical and complementary
response in the field of infrastructure investment. Infrastructure investment is central
to our Purpose of increasing the level of sustainable economic growth in Scotland
and the SFT will operate with a clear view of the bigger economic picture, including
an awareness of the. importance of using public procurement, where we can to
support the growth of indigenous Scottish companies and create an environment
within which small and medium sized companies can compete on fair terms.

I expect the developments set out below to take place over the next two years:

• With COSLA/SOLACE, health boards, and the market, delivery of at least 2
'community hubs', including 'primary/community care' facilities;

• With URCs, local authorities, Scottish Enterprise, and the market, develop an
asset-based investment fund to support community regeneration;

• With Scottish Funding Council, develop delivery and funding strategies for the
HE/FE sector;
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• With COSLA/SOLACE, Registered Social landlords and the market, develop
under 'Firm Foundations' policy an approach which levers in more private
sector investment into housing;

• With all sectors and the market, reduce the cost of existing PFI contracts.
SFT will have an important role to playas we learn the lessons from previous
PFI contracts and avoid some of the imbalance in expertise that allowed
excess profits;

II With COSLA/SOLACE, develop national strategies for delivery and funding of
schools, housing, waste and flood prevention investment;

II With COSLA/SOLACE, optimise the Prudential Code using techniques such
as future modelling, tax increment funding and developer contributions;

II With all sectors, develop 10 year investment strategies to create a consistent
Infrastructure Investment Plan;

• With all sectors, provide expert support for Gateway Reviews; and
II Advise SG and liaise with the market on strategic aspects of infrastructure

investment, particularly market issues and capacity.

A key part of the SFT initiative will be to compile from this workstream list a broader-
based forward prospectus for market investment.

Parliament will be informed today by means of a written Parliamentary Question that
copies of this letter and the Business Case will be made available on the
Government's website and in the Scottish Parliament Reference Centre.

I look forward to my appearance before the Committee on 27 May to discuss the
Scottish Futures Trust initiative and other aspects of infrastructure investment.

J~
~

JOHN SWINNEY
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