
To: Education Committee 

From: Director of Education 

Date: 4 December, 2001 

Ref: MON/MM/NR 

Summary 

Subject: Education 2010: Outline 
Business Case 

This report describes the financial analysis by the KPMG consultants of the Education 20 10 package. 
It identifies a strategy for redrawing the affordability gap and outlines the proposed outline business 
case submission to the Scottish Executive. 

Recommendations 

The education committee is recommended: 

to approve that the Education 2010 package be classified as higher and lower priority 
projects as detailed in appendix 3 

to approve that the projects to be first reinstated as higher priority projects if funding 
allows should be the rebuilding of (a) St Patrick’s PS, Kilsyth and (b) Greenhill PS, 
Coatbridge 

to approve that the outline business case be finalised in accordance with the principles 
detailed in section 3 of the report 

to refer this report to the policy and resources committee for consideration and to 
recommend: 

(a) that the funding gap identified in paragraph 3.5 be met as proposed in paragraph 3.6 
(b) that the normal capital allocation to education be retained to refurbish non-PPP 

(c) that it gives approval to the submission of the OBC based on the above 
schools 

recommendations to the Scottish Executive by the December 1 4‘h deadline 

to agree that the projects in the Education 2010 package be further reviewed once the 
Scottish Executive announces its funding decisions 

&e v d&!?&3p 
Members wishing further information please contact: P 

Michael O’Neill, Director of Education on 01236 812336 
Murdo Maciver, Head of Educational Provision on 01 236-8 12269 
Alistair Crichton, Director of Finance on 0 1698-302200 
Russell Ellerby, Commercial Partnership Manager on 01 698-302366 
Paul Jukes, Director of Community Services on 0141-304-1874 
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EDUCATION 2010: OUTLINE BUSINESS CASE 

Report by the director 

BACKGROUND 

In October 200 1 the education committee approved the following action in relation to the 
school refurbishment PPP: 

(a) the development of an outline business case (OBC) based on the full list of projects in 
appendix 1. 

(b) before its submission to the Scottish Executive, that a special meeting of the education 
committee be convened to consider the proposed OBC. 

Subsequently, the council agreed that power be delegated to the policy and resources 
committee to consider and ap rove the contents of the proposed OBC and its submission to the 
Scottish Executive for the 14t December deadline. ! 

This report covers the following issues: 

(1) the financial analysis of the education 2010 projects by the KPMG consultants 
commissioned to prepare the OBC. 

(2) the affordability gap identified in the analysis. 

(3) the proposed strategy for meeting this funding gap, including a list of projects which 
have been given lower priority and which may not proceed in this phase of the PPP. 

The report has been prepared in consultation with the chief executive, the director of finance, 
the director of community services and the commercial partnership manager. 

THE FINANCIAL ANALYSIS OF EDUCATION 2010 

The specification for the various aspects of the project were finalised with consultation both 
within and outwith the education department. The details were passed to the project 
consultants for costing. 

The financial calculations take account of the following factors: 

(1) the PPP contract will operate for 30 years 

(2) the specification for refurbished schools will be close to that for new buildings. This 
provides a guarantee that the refurbishment can remain operational for the contract 
period. However, the financial cost is substantially greater than the “good standard” 
upgrade initially anticipated. 



(3) refurbishment will generate decanting costs 

(4) the proposed school provision will generate additional transport costs 

( 5 )  an allowance has been made for anticipated and abnormal site costs, for example 
demolition and addressing problems associated with site preparation 

(6) services which directly support pupils will be retained in-house. These are teaching, 
administration, technician support and catering. 

(7) the cost of the project will be partly offset by the following contributions: 

0 the sale of vacated sites 
0 reduction in staff costs, for example teacher promoted posts 
0 the value of services to be transferred to the private partnership. The proposal is that 

these should include property related services only; building maintenance, grounds 
maintenance, cleaning and janitation 

(8) there will be additional staffing costs particularly in the first 2 years, for example early 
retirement, enhanced staffing, and salary conservation. Although these have been 
annualised in the calculations, some may be settled as one-off payments. 

2.3 The financial analysis made by the consultants is summarised in appendix 2. The main 
conclusions are the following: 

(1) the community services facilities included in Education 201 0, for example community 
centres and public libraries, are cost neutral and have no financial implications for the 
authority. 
the additional financial cost to the authority budget of the full implementation of 
Education 20 10 is dependent on the level of Scottish Executive support for the capita1 
borrowing part of the project. At 100% level playing field support for capital and life 
cycle costs the finding gap would be around &5m annually. At 80% support the 
additional cost would be about 51 lm. 

(2) 

2.4 Given that the Executive support is likely to be closer to 80% rather than 100% it is considered 
that affordability should be assessed on the former basis. Following discussions with the chief 
executive and the director of finance it was agreed that a funding gap of E1 l m  would not be 
affordable without major implications for the budget allocations to services and perhaps 
council tax levels. 

2.5 Therefore, the full Education 2010 package has been reviewed in detail. The result is an 
amended package which substantially reduces the affordability gap. It includes minor 
reductions in specification and the prioritisation of the projects. However, the vision and 
fundamental principles which underpin the overall package have not been compromised. 

3 AMENDED EDUCATION 2010 PACKAGE 

3.1 The amended Education 20 10 package comprises two groups of projects: 



(1) 

(2) 

Higher priority projects which are recommended for funding, assuming at least 80% 
Executive support 
Lower priority projects which cannot be funded unless 100% support is made available 
by the Scottish Executive 

This amended package is shown in appendix 3. 

The lower priority projects were identified on the basis of the following criteria: 

the best value balance between the projected OBC costs of the project and the 
educational, social and revenue benefits. The financial details for individual projects 
are shown in appendix 2. 

the contribution of the project to essential school rationalisation in an area or to essential 
campus remodelling 

the contribution of the project to the social and economic regeneration of an area or to 
social inclusion 

the extent to which the individual school can continue to operate without replacement or 
major refurbishment. In this case, both the quality of building and accommodation 
were considered 

the availability of other potential interim solutions, for example review of catchment 
areas to address small rolls, possible population increases and refurbishment from 
authority capital funding 

The recommended lower priority projects together with the rationale in each case are detailed 
in appendix 4. These projects will not proceed in the PPP phase unless Executive level 
playing field support above 80% is made available for the full package. However, they are 
still considered to be an essential part of the full Education 201 0 package and alternative 
implementation strategies at some future stage may be considered. 

In the short term, schools included on the lower priority list and having a secure future will be 
given priority for funding from the council’s capital resources or the School Improvement Fund 
being established by the Scottish Executive. 

The financial analysis by the consultants of the amended Education 20 10 package is detailed in 
appendix 5. The funding gap will be insignificant if 100% Executive support is available. 
However, at 80% support the funding gap could be E5.6m. Discussion with the chief executive 
and director of finance have indicated that this funding gap is affordable without impact on the 
existing budget allocations to other services or council tax levels by adopting the strategy 
outlined in 3.6. 

By 2005-6 it will be necessary to have an annual set aside budget from council resources to 
bridge the council share of the funding gap. There are two possible approaches to generating 
this sum. Firstly, it could be built up on a phased basis from 2002 to 2006 by retaining a top 
slice of the annual 1% efficiency savings generated across the council. Secondly, the 
education department only could be asked to contribute both its 1% efficiency savings and any 
other resources necessary to make up the shortfall. The former approach is recommended 



given the strongly corporate nature of the project and its contribution to council objectives. 
Until the start of the PPP project the savings set aside annually could be used for priority 
property repairs after the payment of any one-off costs. In the event of any unforeseen cost 
pressures arising which impact on the availability of savings, a proportion of the affordability 
gap could impact on the level of council tax increase required outwith the current 3 year 
financial plan which is based on an annual increase of 3.5%. 

I SECTOR I TYPE OF PROJECT FULL 

3.7 Given that schools not included in the 2010 package will also require substantial resources to 
deal with fabric and fitness inadequacies, it is important that the normal capital allocation is not 
only maintained but also is dedicated to a programme of priority repairs and upgrades to non- 
PPP schools. 

AMENDED 

3.8 It is anticipated that the funding gap will further reduce for the following reasons: 

SECONDARY 

(1) more detailed costings of the specification will identify savings 

New build schools 4 4 
Refurbishments 6 2 

(2) funding may be available from other sources to replace Thrashbush and Richard 
Stewart Nursery Centres currently included on the Chapelside PS campus. This would 
allow a reduction in the pre-school facility planned for that campus. 

PRIMARY 

If these savings are realised it is proposed that the first projects to be reinstated as higher 
priority projects should be St Patrick’s PS, Kilsyth and Greenhill PS, Coatbridge. This 
proposal reflects the evaluation made of accommodation provision and building condition. 

No of schools remaining 20 22 
New build single schools 8 5 

3.9 A comparison of the full Education 2010 project and the amended version is shown below in 
Table 1 

schools 
New build joint campus 
schools 

campus schools 
Number of schools remaining: 

Refurbishments - joint 

TABLE 1: SUMMARY OF EDUCATION 2010 PROJECTS 

14 14 

12 12 

122 123 

I Refurbishments - single I 5 I 2 I 



4. 

4.1 

4.2 

5. 

5.1 

THE OUTLINE BUSINESS CASE SUBMISSION 

The project consultants are currently finalising the Outline Business Case for submission to the 
Scottish Executive on Friday 14th December. It is proposed that it should be based on the 
Education 2010 project list detailed in appendix 3. The overall financial analysis will be as in 
this report. 

The OBC will consist of the following sections: 

the educational and corporate vision which underpins the project 

the methodology for project selections 

an appraisal of 3 options: minimum action, conventional funding and the PPP approach 

the funding of the PPP option, including the need for Executive support and the 
additional finance provided by the council 

the procurement strategy, including phasing and timetable for completion 

the contractual arrangements, including the main contract principles, payment 
mechanisms and accounting procedures 

the delivery challenges, for example decanting during refurbishment 

the proposed arrangements for project management 

RECOMMENDATIONS 

The education committee is recommended: 

to approve that the Education 20 10 package be classified as higher and lower priority 
projects as detailed in appendix 3 

to approve that the projects to be first reinstated as higher priority projects if funding 
allows should be the rebuilding of (a) St Patrick’s PS, Kilsyth and (b) Greenhill PS, 
Coatbridge 

to approve that the outline business case be finalised in accordance with the principles 
detailed in section 3 of the report 

to refer this report to the policy and resources committee for consideration and to 
recommend: 

(a) that the funding gap identified in paragraph 3.5 be met as proposed in paragraph 3.6 
(b) that the normal capital allocation to education be retained to refurbish non-PPP 

(c) that it gives approval to the submission of the OBC based on the above 
schools 

recommendations to the Scottish Executive by the December 1 qfh deadline 



(v) to agree that the projects in the Education 2010 package be further reviewed once the 
Scottish Executive announces its funding decisions 



Appendix 1 

Mossend PSj - Refurbishments 
Stenns PS - New build including Dublic librarv I 

Education 2010 : Full Project List 

Reference No 

Secondarv Sector 
A1 

A2 

A3 
A4 

A5 

A6 

A7 

AS 
A9 
Primary Sector 
B1 

B2 

B3 
B4 

B5 
B6 

B7 
BS 
B9 

B10 

Project Details 

Airdrie AdCaldervale HS 
- New build campus including public library and arts centre 
Coatbridge HSBosehall HS 
St Patrick's HS/Columba HS 
Drumpark Secondary 
- New build campus including public library, community education centre and 
sports complex 
St Ambrose HS - Refurbishment 
Abronhill HS - Closure 

Cumbernauld HS/Greenfaulds HS - Refurbishments 

Glencryan School - New build 
Kilsyth Ac 
- Refurbishment 
Our Lady's HS (C) - Refurbishment 

Braidhurst HS - Closure 

Dalziel HS - Extension 

Firpark School - New Build secondary school 
Coltness HS/Clyde Valley HS - New build campus 
St Aidan's HS - Refurbishment 

Albert PS/Chapelside PS - New build 
Inclusion of Thrashbush and Richard Stewart Nursery Centres 
Clarkston PS - New build 

Alexandra PSRochsolloch PS - New build joint campus 
Calderbank PS/Corpus Christi PS - Refurbished joint campus 

Petersburn PSDunrobin PS - Refurbishment 
Chapelhall PS/St Aloysius PS - New build joint campus 
Belvidere PS - Closure 

Lawmuir PS1 
Mossend PSj - Refurbishments 
Stepps PS - New build including public library 
St Patrick's PS (Kilsyth) - New build 
St Barbara's PS 

r r - - -  ~ Y I  _ _ _  
St Patrick's PS (Kilsyth) - New build 
St Barbara's PS 
- New build 
Gartsherrie PS/Townhead PS/t Bartholomew's PS - New build joint campus 

Greenhill PS - New build 



Appendix 1 (cont'd) 

Reference No 

B11 

B12 

B13 
B14 

B15 
B16 
B17 

B18 

B19 
B20 
B2 1 
B22 

Project Details 

St James' PS - Refurbishment 

St Timothy's PS - Closure 

Old Monkland PS/St Monica's PS - Refurbished joint campus 

Kirkshaws PS - Refurbishment 
Bargeddie PS/St Kevin's PS - New build or refurbished joint campus 

Drumpark Primary - New build 
Glenboie PS/Our Lady & St Joseph's PS - Refurbished joint campus 

Y 

Glengowan PS/St Mary's PS - Refurbished joint campus 

Plains PS/St David's PS - Refurbished joint campus 
Muirhouse PS/St Brendan's PSFirpark Primary - New build joint campus 
New Stevenston PS/St Patrick's PS - New build joint campus including public 
library 
Burnhead PS/Tannochside PS/St Columba's PS/St Gabriel's PS - new build 
joint campus 
St Ignatius PS/Wishaw Academy PS - New build joint campus 
Coltness PSLammermoor PS - New buildrefurbishment 
Cambusnethan PS - New build 
Glencryan Primary - New build to be included in suitable accommodation in 
Cumbernauld 



Appendix 2 

Education 2010 Full Package : Summary of Financial Analysis 

Capital 
rota1 %m 

Expenditure 

Available 
Funding 

Annual 
Affordability 
Gap 

~ 

Capital Costs, including demolition and building 

Abnormals, including unforeseen site preparation 

Decanting costs during refurbishment 

Site sales 

Site purchase 

Total 

Capital funding charge (borrowing) 
Lifecycle allowance (maintenance) 
Facilities management charge (services) 
Additional staffing costs 
Additional transport costs 

Total Expenditure 

Transferable budget (services, maintenance) 

Staff savings (from fewer schools) 

SEED support for capital expenditure 

SEED support for lifecycle costs 

Total 

Total 5 assuming Scottish Executive support at 80% 

310.9 

31.1 

22.0 

-21.2 

4.4 

341.2 

85.5 

426.7 

Revenue 
annual 
Em 

34.1 
8.6 
10.9 
1.2 

0.7 

55.5 

10.6 

3.1 

27.3 

3.4 

44.4 

11.1 



Appendix 2 (cont 

Project Reference/Title Projected capital cost 
Em 

Education 2010 Full Package : Financial Analysis of Projects 

Site Sale 
& m  

~ B19 
B20 
B2 1 
B22 

I I Burnhead PS/Tannochside PS I I I 
Wishaw Academy PS/ St Ignatius PS 5.6 
Coltness PS/Lammermoor PS 4.5 
Cambusnethan PS 3 .O 
Glencrvan SEN 3.9 

:' d) 



Appendix 3 

Amended Education 2010 : Project List 

Reference 

A1 

A2 

A3 

A8 

A9 

B1 

B2 

B3 

B4 

B5 

B7 

B10 

B11 

B12 

Full Education 2010 

Airdrie AdCaldervale HS 
- New build campus 

Coatbridge HS/Rosehall HS 
St Patrick's HS/Columba HS 
Drumpark Secondary 
- New build campus 

St Ambrose HS 
- Refurbishment 
Coltness HS/Clyde Valley HS 
- New build campus 
St Aidan's HS 
- Refurbishment 
Albert PS/Chapelside PS 
- New build 
Inclusion of Thrashbush and 
Richard Stewart Nursery 
Centres 
Clarkston PS 
- New build 
Alexandra PS/Rochsolloch PS 
- New build joint campus 
Calderbank PS/Corpus Christi 
PS 
- Refurbished joint campus 

Petersburn PSiDunrobin PS 
- Refurbishment 
Chapelhall PS/St Aloysius PS 
- New build joint campus 
Stepps PS 
- New build 
Gartsherrie PS/Townhead PSI 
St Bartholomew's PS 
- New build joint campus 
St James PS 
- Refurbishment 

Old Monkland PS/St Monica's 
PS 
- Refurbished joint campus 
Bargeddie PS/St Kevin's PS 
- New build or refurbished joint 
campus 

Drumpark Primary 
- New build 

Amended Education 2010 

- New build campus including public 
librarv and arts centre 
Coatdridge HS/Rosehall HS 
St Patrick's HS/Columba HS 
Drumpark Secondary 
- New build campus including public 
library, community education centre 
and sports complex 
St Ambrose HS 
- Refurbishment 
Coltness HS/Clyde Valley HS I - New build campus 

I St Aidan's HS 
- Refurbishment 
Albert PS/Chapelside PS 
- New build 
Inclusion of Thrashbush and Richard 
Stewart Nursery Centres 

Clarkston PS 
- New build 
Alexandra PS/Rochsolloch PS 
- New build joint campus 
Calderbank PS/Corpus Christi PS 
- Refurbished joint campus 

Petersburn PS/Dunrobin PS 
- Refurbishment 

Chapelhall PS/St Aloysius PS 
- New build joint campus 
Stepps PS 
- New build including public library 
Gartsherrie PS/Townhead PS/ 
St Bartholomew's PS 
- New build joint campus 
St James PS 
- Refurbishment 

Old Monkland PS/St Monica's PS 
- Refurbished joint campus 

Bargeddie PS/St Kevin's PS 
- Refurbished joint campus 

Drumpark Primary 
- New build 

Priority 
Status 
Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 



Appendix 3 (cont'd) 

Reference 

B13 

B14 

B15 

B16 

B17 

B18 

B19 

B20 

B2 1 

A4 

A5 

A6 

A7 

B6 

B8 

Full Education 2010 

Glenboig PS/ 
Our Lady & St Joseph's PS 
- Refurbished joint campus 
Glengowan PS/St Mary's PS 
- Refurbished joint campus 
Plains PS/St David's PS 
- Refurbished joint campus 
Muirhouse/St Brendan's 
Firpark Primary 
- New build joint campus 
New Stevenston PS/St Patrick's PS 
- New build joint campus 

Burnhead PS/Tannochside PS 
St Columba's PS/St Gabriel's PS 
- new build joint campus 
St Ignatius PS/Wishaw Academy 
PS 
- New build joint campus 
Coltness PSLammermoor PS 
- New buildlrefurbishment 
Cambusnethan PS 
- New build 
Abronhill HS 
- Closure 

Cumbernauld HS 
Greenfaulds 
- Refurbishments 

Glencryan School 
- New build 
Kilsyth Ac 
- Refurbishment 
Our Lady's HS (C) 
- Refurbishment 
Braidhurst HS 
- Closure 

Dalziel HS 
- Extension 

Fir Park School 
- New Build 
Belvidere PS 
- Closure 

Lawmuir PS 
Mossend PS 
- Refurbishments 
St Patrick's PS (Kilsyth) 

Amended Education 2010 

Glenboig PS/ 
Our Lady & St Joseph's PS 
- Refurbished joint campus 
Glengowan PS/St Mary's PS 
- Refurbished joint campus 
Plains PS/St David's PS 
- Refurbished joint campus 
Muirhouse PS/St Brendan's PS 
Firpark Primary 
- New build joint campus 
New Stevenston PS/St Patrick's PS 
- New build joint campus including 
public library 
Bumhead PS/Tannochside PS 
St Columba's PS/St Gabriel's PS 
- new build joint campus 
St Ignatius PS/Wishaw Academy 
PS 
- New build joint campus 
Coltness PS/Lammermoor PS 
- New build 
Cambusnethan PS 
- New build 
Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Now on lower priority list 

Priority 
Status 
Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Higher 

Lower 

Lower 

Lower 

Lower 

Lower 

Lower 

Lower 

Lower 

Lower 

Lower 

Lower 
- New build 



Appendix 3 (cont'd) 

Reference Full Education 2010 Amended Education 2010 Priority 
Status 

B9 I St Barbara's PS I Now on lower priority list I Lower 

B10 

B11 

- New build 
Greenhill PS Now on lower priority list Lower 
- New build 
Kirkshaws PS Now on lower priority list Lower 
- Refurbishment 
Glencryan Primary Now on lower priority list Lower 
- New build to be included in 
suitable accommodation in 
Cumbernauld 



Appendix 4 

Education 2010 : Lower Priority Projects 

Reference 

A4 

A5 

A6 

A7 

B6 

B8 

B9 

B10 

B11 

Project Details 

Abronhill HS 
- Closure 

Cumbernauld HS 
Greenfaulds HS 
- Refurbishments 

Glencryan School 
- New build 
Kilsyth Ac 
- Refurbishment 
Our Lady's HS (C) 
- Refurbishment 
Braidhurst HS 
- Closure 

Dalziel HS 
- Extension 

Fir Park School (sec) 
- New Build 

Belvidere PS 
- Closure 

Lawmuir PS 
Mossend PS 
- Refurbishments 
St Patrick's PS 
(Kilsyth) 
- New build 
St Barbara's PS 
- New build 
Greenhill PS 
- New build 

Kirkshaws PS 
- Refurbishment 

Reasons for inclusion in 
Lower Priority group (see 
DaragraDh 3.2) 

A, E 

A, B, C, D, E 

Possible interim alternative action 

0 Keep roll at Abronhill under 
review 

0 Refurbish from NL capital 

0 Primary and secondary maintained 

Refurbish from NL capital 
as at present on one campus 

0 Refurbish from NL capital 

Review school catchment areas 
and keep roll at Braidhurst under 
review 

0 Alternative location to be 
considered, funded from NL 
capital 

0 Reviewing Bellshill provision and 
review school catchment areas 

0 Refurbish from NL capital 

0 Remodel and refbrbish from NL 
capital. Consider for reinstatement 
if PPP funding permits 

0 Refurbish from NL capital 

Refurbish from NL capital. 
Consider for reinstatement if PPP 
funding allows 

0 Refurbish from NL capital 



Appendix 5 

Education 2010 Amended Package : Summary of Financial Analysis 

Expenditure 

Available 
Funding 

Annual 
Affordability 
Gap 

Capital Costs, including demolition and building 

Abnormals, including unforeseen site preparation 

Decanting costs during refurbishment 

Site sales 

Site purchase 

Total 

Capital funding charge (borrowing) 
Lifecycle allowance (maintenance) 
Facilities management charge (services 
Additional staffing costs 
Additional transport costs 

Total ExDenditure 
~ 

Transferable budget (services, maintenance) 

Staff savings (from fewer schools) 

SEED support for capital expenditure 

SEED support for lifecycle costs 

Total 2 assuming Scottish Executive support at 80% 

Capital 
Total f m  

197.1 

13.0 

16.5 

-23.7 

0.5 

203.4 

53.2 

256.6 

Revenue 
annual 
f m  

20.3 
5.3 
6.4 
0.9 
0.6 

33.5 

7.3 

2.2 

16.3 

2.1 

27.9 

5.6 


