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This note sets out the response of the Scottish Further and Higher Education 
Funding Council (SFC) to the follow up questions set out in your email of 12 
June in relation to the Finance Committee's inquiry into the methods of 
funding public capital investment projects.  You invited comments on three 
key components of SFT.   
   
1.  The model of finance   
   
It is not for SFC to comment on the possibility of a municipal bond for local 
authorities.  However, as indicated in previous evidence, SFC is working on 
developing an aggregated borrowing facility for colleges and universities for 
use in SFC funded capital projects.  The latest position is that we have 
engaged financial consultants to advise, lead on and manage the 
procurement of a borrowing facility of up to £150 million.  This will be through 
a framework arrangement with a panel of up to four lenders.  The Invitation to 
Negotiate (ITN) documents are currently being drafted and the OJEU notice is 
due to go out by the end of August.  We anticipate having the panel in place 
by the end of December 2008, ready for the first project drawdown in 2009-
10. The exact nature of the loan support will be determined at a subsequent 
stage of the procurement but may include the SFC making loan support 
payments to the colleges or universities into a ring-fenced account for debt 
service, or an explicit formal guarantee of the college or university's financial 
obligation under the loan by the SFC, amongst other options.  SFC cannot 
give a guarantee without the formal consent of the Scottish Government, and 
we are continuing to work with the Scottish Government to assess whether 
such a guarantee would offer better value for money.  We expect that this 
work will involve SFT once it is established.   
   
2. SFT as a centre of excellence   
   
We agree that there is clearly a role for SFT as a provider of expert advice in 
relation to the efficient funding of capital investment.  There is always room for 
improvement in effective investment planning, procurement and delivery, as 
confirmed in Audit Scotland's recent report on major capital projects.  
However, there are already advisory and monitoring structures within the 
Scottish Government and in some portfolios.  While it is clear that there would 
be a role for SFT as an expert adviser in NPD procurement, if SFT were to 
have a broader delivery advisory role, it would need to be made clear how 
that relates to other existing arrangements, such as the Scottish Government 
Procurement Directorate's building and construction procurement centre of 
expertise and the Scottish Government's Gateway Review arrangements.     
   
3. The co-ordination of projects to achieve efficiencies: implications for 
governance and accountability   



   
Naturally, SFT should not seek to override the governance arrangements of 
the bodies it interacts with.  This is likely to mean that SFT will have to tailor 
its interactions to the specific circumstances of different bodies within the 
wider public sector.  In some cases its relationship will be contractual, in 
others advisory.  For example, SFC is an NDPB with delegated authority to 
pay grant to fundable bodies in respect of a capital project up to a value of 
£50 million.  For projects within that delegated limit, the Scottish 
Government's role is in determining overall budgets and giving Ministerial 
guidance to the Council on the application of those funds.  The institutions 
which SFC funds are themselves separate autonomous entities with their own 
governing bodies whose members have their own legal obligations.     
   
SFC co-ordinates the projects which it funds within the college and university 
sectors, having regard to estate need and strategic service delivery priorities  
(but is not the sole funder of infrastructure, particularly in the university 
sector).  We also encourage collaboration both within and outwith the sectors.  
We have recently published a study into space collaboration in further and 
higher education  
 
http://www.sfc.ac.uk/information/information_learning/presentations_publicatio
ns/space_collaboration.pdf  
 
which highlights case studies from a variety of different types of collaboration.  
Among its conclusions, it notes that successful collaborations involve the 
partners recognising that they have congruent interests, and that existing or 
previous experience of working together, although not essential, is helpful.  
This finding also emphasises the importance for SFT of working with public 
bodies to ensure that there are good operational reasons behind decisions to 
co-ordinate investment programme management and delivery.   
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