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Investment Framework

Policy Context:

«Scottish Government Economic Strategy — strong focus on
Infrastructure

«Wealthier, Fairer, smarter, healthier, Safer, stronger and
greener Scotland

«Scottish SRO7 — tight settlement, but growth in infrastructure
Investment

oInfrastructure Investment Plan 2008
|FRS
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Investment framework

Infrastructure Investment Plan Key Points:

«£14 bn over 3 years

«£35 bn over 10 years

*30% of this is Transport investment
Delivery — D&B; partnership; NPD
«Funding — public (75%) and private (25%)
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The Vision for SFT

A cross cutting public
sector initiative to deliver
efficient, sustainable and
good quality infrastructure

Investment, through
Improved planning,
development, delivery and
funding solutions.

taking forward the
scottish futures trust

SMARTER

5 HEALTHIER GREENER
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SFT — Key Points

« Scotland’s economic growth needs high quality support for
delivery and funding

« Scope for more collaboration in way public sector prepares
and handles major infrastructure

« Broad public sector governance envisaged

« Scope for efficiency savings of £100 -150m pa
 Important to build market capacity

« NPD at heart of SFT and partnerships

 Dialogue on SFT role and activities will continue

: STSG: Funding Scottish Transport
PricewaterhouseCoopers LLP 2 October 2008




SFT — Areas for Activity

Effective Procurement Efficient Funding

SFT SFT
QA, Development and Delivery Investment and Finance
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SFT — Organisation

Stakeholders

SFT
projects and
programmes

SFT Co and
Private investors

SFT
Finance and Investment

SFT
investments
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SFT — Time Line

The development path for SFT

SFT F&l
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SFT — Will Deliver....(From Business Case

Concept

Asset provision by alternative entities

Innovation in rail infrastructure delivery

Finance aggregator for SG funded private bodies

Finance conduit / framework funder (aggregated & competed senior debt)

Efficiency measures in existing PPP deals

Underpinned Financing of new NPD projects Financing
Social housing - funding change catalyst / aggregator efficiency
Funding vehicle for asset backed regeneration

Promoting / introducing model for tax incremental financing (TIF)

Risk capital investment in infrastructure

Programme development & procurement - Schools, waste, hub etc.

Asset efficiency / value realisation (inc surplus assets) Delivery
Supporting on Balance Sheet NPD activities
Advice / infrastructure planning / diligence functions
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SFT — applicability to transport

Innovation in rail infrastructure delivery

ofocuses on the role that SFT could play in supporting the delivery of  ePotential link to the ongoing development of Borders Railway,
rail projects through an NPD (“Non-Profit Distributing”) structure, to and other rail projects going forward
maximise value.

Finance conduit / framework funder (aggregated & competed senior debt)

oSFT arranges finance for projects or programmes to deliver greater  ePotential to aggregate a range of projects that could be
efficiencies from planned investment. attractive to a particular segment of the market

oThis could include facilitation of Local Authorities grouping together  elf a structure included Local Authorities, to facilitate a grouped
for a Bond issue. Local Authority financing in the form of a bond

eadopt a due diligence role to mitigate risk.

ebenefits in lower cost of finance form the “bulk funding” of

aggregated projects.

Efficiency measures in existing PPP deals

eleverage value from existing PPP projects co-ordinating contract oA number of existing PPP deals in the transport (road) sector
improvements and potentially re-financings. exist to which this could apply, in addition to those proposed such
eAny such approach would need to address the private sector as Borders Rail, M80, M8 and AWP

interests as owner of the entity delivering the PPP project as well as

those of the public sector.
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SFT — applicabllity to transport

Underpinned Financing of new NPD projects

eunderpinning by the SG of a proportion of senior debt
eenable the initial senior debt to be secured on attractive terms,
eregard to risks retained through underpinning obligations

Risk capital investment in infrastructure

oSFT as an investor (or co-investor) of risk capital
esincludes establishment of an SFT JV investment vehicle between
public sector and private sector investors

Supporting on Balance Sheet NPD

eleading role in continuing a programme of NPD projects
eadding value through standardisation, due diligence and potentially
combined with the finance conduit function.

Advice / infrastructure planning / diligence functions

eoffers a solid platform of skills and co-ordination to support SG’s
range of project, programme and financing activities.

sprinciple objectives would therefore be: a) to ensure consistency in
advice to Ministers; b) to guidance and standardisation c) to develop
innovative delivery models; d) to apply QA rigorously e) to drive
efficiency and remove duplication; and f) to allow representation of all
market interests.

oIf an on balance sheet financing structure is used (eg on balance
sheet NPD), cost of finance could be reduced and hence value
for money enhanced

oIf a project finance (NPD) structure is adopted then the SFT
could be used as a vehicle to bring in private sector risk capital
(subordinated debt).

oIf an NPD structure is adopted then SFT would be likely to have
an oversight / policy role on the adoption and development of
NPD principles

eMajor Projects Review — SG governance and oversight functions
may pass to SFT

sInfrastructure Investment Planning — SFT may take on a
coordination role of capital budgeting across SG and hence for
transport projects fitting into the budget programme

eMarket Management —Where there are synergies and
similarities in terms of market interest, bidding resource etc
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Reaction

« Everybody — Where is the deal flow coming from and when?

« Councils — Where is the money?
e Investors — Is it still worth being in Scotland?
« Contractors — Not another different structure to learn / bid?
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This publication has been prepared for general guidance on matters of
interest only, and does not constitute professional advice. You should not
act upon the information contained in this publication without obtaining
specific professional advice. No representation or warranty (express or
implied) is given as to the accuracy or completeness of the information
contained in this publication, and, to the extent permitted by law,
PricewaterhouseCoopers LLP, its members, employees and agents do
not accept or assume any liability, responsibility or duty of care for any
consequences of you or anyone else acting, or refraining to act, in
reliance on the information contained in this publication or for any
decision based on it.
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