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1. Introduction 
 
1.1 The Scottish Government announced on the 20th December 2007 a 

consultation on the Scottish Futures Trust (SFT) which is intended to 
provide an alternative to current arrangements for the funding of public 
infrastructure projects.  The consultation runs until 14th March 2008 and 
this paper intends to inform committee of the Council’s response.  The 
consultation asks a set of 5 questions.  The Council’s response will 
expand on those set questions to raise further issues of clarification. 

 
1.2 The Scottish Government recognise that efficient investment in 

Scotland’s infrastructure is needed to create a more successful 
country, through increasing sustainable economic growth.  They 
believe there is a more effective way of funding vital public 
infrastructure than traditional PFI.  The proposal is that the SFT would 
be able to provide private finance and other related services to public 
authorities and public service providers.  Using the SFT would ensure 
any surpluses will be recycled for further investment and community 
benefit under Non-Profit Distributing (NPD) principles. 

 
2. Scottish Government proposals on SFT 
 
2.1 The SFT is a Scottish Government initiative whose main aim is to 

provide alternative means to PFI for channelling public and private 
capital into infrastructure investment programmes and projects in 
Scotland.  The Scottish Government intend that it be possible to extend 
this base remit for SFT to include the provision of a number of other 
services ranging from investment planning and project delivery to asset 
management. 

 
2.2 It has been decided the SFT will be private sector classified with a 

public interest ethos.  The SFT is expected to be a limited company.  
The membership of the holding company will be representative of the 
Scottish public interest and have responsibility for appointment of the 
board.  The Memorandum and Articles of Association of the company 
would confine its activities to providing infrastructure within Scotland.  
The company would be constrained to the business of planning and 
supporting the delivery of national and local infrastructure plans 
published from time to time. 

 
2.3 SFT will be run on non-profit distributing principles and would obtain its 

funding through bonds and other appropriate commercial financial 



instruments at rates which would be cheaper than those involved in PFI 
procurements. 

 
2.4 It will undertake the following range of functions: 
 

• provide serviced assets to public authorities and others who provide 
public services; 

• provide private finance to those who provide public services; 
• provide other related financial services at cheaper cost through 

aggregation of demand; 
• provide a centre of expertise for best practice advice and support to 

public authorities on the planning and delivery of infrastructure 
investment projects; 

• provide co-ordination and support for the provision of shared 
infrastructure; and 

• provide a forum and focus for public and private sector market 
engagement. 

 
2.5 There is no intention to transfer existing public sector facilities to this 

body although some strategic land assets could be transferred. For 
new projects only, the SFT vehicle could design, build, finance, 
operate, manage and own the facilities created. The corollary to this is 
that although the public authority would have use of the new facilities 
(schools, hospitals, transport infrastructure) it might not own them. 

 
2.6 Public authorities seeking to make use of SFT facilities would be able 

to participate in advance discussions about the specification of energy 
efficient and sustainable exemplar designs which SFT would use as the 
starting point. A further aim would be to increase the flexibility of the 
use and maintenance of facilities compared to that currently available 
through PFI.  Before embarking on the design and construction of a 
facility, the SFT investment vehicle would conduct due diligence over 
the business case outlining the public authority’s needs and the funding 
commitment. 
 

2.7 Where public authorities choose to source funding from the commercial 
money markets the Scottish Government believe there are gains to be 
had from aggregation of demand and of debt management. For 
example, SFT might act as adviser and agent for authorities in order to 
optimise borrowings through the issue of municipal bonds. Its expertise 
could also assist in the management of existing partnership contracts 
and borrowings. An SFT investment vehicle would seek to co-ordinate 
authorities’ requirements before seeking finance. From the market 
perspective, providing finance for a mixed portfolio of projects would 
spread the risk involved and is likely to assist in minimising the overall 
cost of funds. 

 
2.8 SFT will operate across the whole public sector spectrum but as an 

early focus over the next few months the Government will be exploring 
with the primary health care, schools, housing, higher and further 



education and local government sectors how, more specifically, SFT 
can contribute to achieving the Government’s objectives in these areas. 
The Scottish Government expect the outcome of these discussions to 
be fed into the consultation exercise and taken into account along with 
the consultation responses in the final design of the Scottish Futures 
Trust investment vehicle. 

 
2.9 The Scottish Government considers their proposals to be a sound 

basis for establishing a new infrastructure investment vehicle which will 
replace the stark choice between conventional and PFI methodology 
currently available. 

 
3. Glasgow City Council Response 
 
3.1 As noted earlier the consultation lists a number of questions to be 

answered below and following this there are a number of points 
Glasgow would wish to comment on. 

 
3.2 SCOTTISH FUTURES TRUST (SFT) QUESTIONS 
 

(i)  How would the availability of expertise and support from SFT 
change the way public bodies handle infrastructure investments? 
Glasgow City Council has significant experience and expertise in 
infrastructure investment and as such, considers the benefits of 
this particular aspect of the SFT to be more relevant to other local 
authorities who have not had same level of infrastructure 
development over the last decade.  However, the Council 
recognises that the SFT could deliver economies of scale in the 
procuring of essential external expertise relating to legal, financial, 
design and construction matters. 

 
(ii) What are the advantages and disadvantages in setting up SFT to 

generate surpluses to invest in further projects? 
Generating surpluses to invest in further projects, by its nature, 
would be welcomed.  However, concern and a disincentive might 
arise where the contribution to profits from one authority is 
consistently diverted to another entity. 

 
(iii)  What are the advantages and disadvantages in public authorities 

entering into agreements with SFT for the use of facilities? 
Risk surrounding design and construction will lie with the SFT 
and, as such, will benefit local authorities.  The long term risk of 
paying for the asset appears to lie with the local authority and the 
consultation document is unclear how this is to be funded, and is 
silent on the contribution the Scottish Government might make. 

 
(iv)  What would be the advantages and disadvantages of using a 

greater degree of standardisation based on exemplar, energy 
efficient, sustainable designs to meet public authority 
requirements? 



Any move to exemplar energy efficient and sustainable designs is 
always welcomed, provided it is within an envelope of 
affordability.  The standardisation of design is more problematic 
and ignores the need for flexibility regarding site restrictions and 
the ability of an 'original' structure or concept to regenerate an 
area.  An example in Glasgow is the unique The Bridge at 
Easterhouse which is an award winning cultural campus which is 
playing an important part in the social regeneration of the area. 

 
(v) Are there any difficulties envisaged in transferring/selling public 

sector owned sites to the SFT investment vehicle for use in 
providing the new facility? 
Yes 
Please explain  
If the transfer/selling of site was utilised to provide a replacement 
for that site then the difficulty should not arise however if 
wholesale transfer of sites into the SFT investment vehicle was 
proposed then authorities could have issues as these sites may 
already feature in the asset disposal program to fund their current 
investment programme. 

 
4. Additional comments requiring clarification from the Scottish 

Government 
 
4.1 Funding mechanism 
 

The overriding concern Glasgow has is that this consultation process 
does not address the funding mechanism for local authorities that 
would be using the SFT to meet their infrastructure/borrowing 
requirements.  The Council receives a supported borrowing allocation 
that is supported financially through the local government finance 
settlement.  In addition the Council receives level playing field support 
(LPFS) for its schools PPP project that provides support as if the 
Council had incurred traditional borrowing for the project.  There is no 
mention within the consultation of the funding available for authorities 
utilising the SFT.  If authorities used the SFT to build a facility that it 
would effectively rent to the authority would there be financial support 
in place to support this?  Previous PPP support has been set at 80% of 
the capital cost of the project.  The Council would be seeking the level 
of support to be set at a minimum at this level.   

 
4.2 Approval of projects to use SFT 
 

There is clarity required surrounding the mechanism the SFT would 
use to assess the projects to be supported or otherwise.  Local 
authorities have in place decision making arrangements which 
presently do not have a particular right of veto by an outside agency.  
Glasgow would not wish the SFT to be a body which prevents 
approved projects moving forward as a result of their capacity or 
perception of need. 



 
 

4.3 Similar Models 
 

The SFT proposal appears to be similar to the model operating in 
Ontario, Canada which is designed to renew infrastructure in 
communities throughout the province.  Infrastructure Ontario is an arms 
length crown corporation dedicated to renewing the province's 
hospitals, outhouses, roads, bridges, water systems and other public 
assets.  It uses private finance to fund its programme with ownership 
and operation remaining in the public sector.  Funding is awarded by 
means of a grant.  The latter point is important as SFT proposal is 
unclear on how funding would work. 

 
4.4 Reference is made within the consultation document to the issue of 

municipal bonds.  The initial understanding of this proposal is that the 
relevant statutory provision exists but would necessitate an income 
stream to be in existence to repay such an issue of bonds and that may 
not be the case with the projects wishing to be undertaken.  Council 
would also require a credit rating as a bond issuer. 

 
4.5 Finally the consultation document is a high level document.  It is 

understood that a business case will be prepared to support any SFT 
vehicle and further analysis and understanding of this business case 
would be required to develop Glasgow’s position.   In particular how the 
introduction of International Financial Reporting Standards (IFRS) will 
impact on the SFT as the desire is that balance sheets have to reflect 
all liabilities.  

 
4.6 Previous Models 
 

The consultation document refers to PFI, however, it is important to 
note that PFI was replaced with Public Private Partnerships by the 
previous Scottish Executive.  The SFT as it appears in the consultation 
document is similar to PPP.  The non profit distributing models of PPP 
were supported by previous Scottish Ministers.  It would be useful to 
have an assessment of the current level of success in attracting 
investment and overall effectiveness before proceeding with the 
Scottish Futures Trust. 

 
 
5. Conclusion 
 
5.1 Glasgow City Council has a record in seeking opportunities that are 

available to invest in infrastructure.  It welcomes proposals that would 
allow investment in the City.  The consultation document raises a 
number of important issues requiring clarity with the basic query of how 
the SFT will actually work and the level of funding to be available from 
the Scottish Government to local authorities.  The Council 



acknowledges that a business case is being prepared and would 
welcome further consultation when this is completed. 

 
6. Recommendation 
 

Members are asked to approve as the Council’s response to the 
Scottish Government on the Consultation on the role of a Scottish 
Futures Trust in relation to infrastructure investment in Scotland. 

 
Lynn Brown 
Executive Director of Financial Services 
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