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This report will provide an update on progress with the proposal to set up South 
West Hubco, a development company, along with Scottish Futures Trust. 

BACKGROUND 

Members may recall the previous report to Committee considered at the meeting on 
26 May 2011 where members were advised that the Scottish Futures Trust (SFT) 
had proposed that a strategic long-term approach to the procurement of public 
sector based infrastructure projects is required across Scotland. The proposal is 
that 5 geographically based public/private joint venture companies are established to 
provide development support to local hub Territories across Scotland (all have 
populations of circa 1 million). 

The Scotland-wide hub initiative is managed by SFT and reflects a national approach 
to the delivery of new community infrastructure, expected to be valued at more than 
f l .4bn over the next 10 years. It brings community planning partners, including 
health boards, local authorities and police, along with fire and rescue services 
together with a private sector development partner to increase joint working and 
deliver best value. The South West Hubco (SW hubco) is expected to deliver a wide 
range of projects including schools, libraries, health centres, regeneration projects, 
sports facilities, housing and offices. 

North Lanarkshire has been allocated to the South West Hub alongside 18 other 
participants including Councils and Health Boards from Ayrshire, Lanarkshire, 
Dumfries & Galloway, plus Fire, Police and Ambulance for the respective areas. The 
South West territory hubco is the last to be formed of the 5 hubcos and the process 
is now well established. 

To date, 2 of the Hubcos are fully established, South East and North. The East 
Central contract is scheduled to be signed in February 2012 and West is expected to 
be in place by the end of March 2012. For example, in the South East hub, work is 
well underway in Edinburgh, with a new f4.3m library and community facility handed 
over in November 201 1. This new facility will deliver a wide range of services on a 
single campus, including a library, office accommodation for a range of Council 
services, a Day Centre and Adult Learning facility, Councillor and MSP Surgeries 
and Police services. Other projects are now underway including construction of 
health and social care facilities and a f 1 Om primary school in East Lothian. 
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2.5 The key objectives of hub, as identified by SFT, are: . 
. 

providing enhanced local services through increasing joint service working and 
integration between Community Planning Partnerships; 
delivering a sustained programme of investment into community-based facilities 
so that more services are provided locally in communities through multi- 
disciplinary teams working from single sites; 
establishing a more efficient and sustainable procurement methodology for 
public sector bodies, principally NHS Boards and Local Authorities; 
delivering facilities that meet public sector policy objectives for design quality 
and sustainability; and 
facilitating and improving the level of stakeholder engagement in the planning of 
services and development of community-based premises. 

. 

. 

2.6 The long term partnership between the participants and Hubco offers a flexible 
procurement route for the delivery of community infrastructure, achieving value for 
money by reducing both the expense and time associated with one-off 
procurements, particularly for small facilities. The Appointed Private Sector 
Development Partner (PSDP) will have the expertise to provide various construction 
procurement mechanisms, tailored to meet the participants’ needs over the agreed 
lifecycle of individual projects. 

3. COMPANY STRUCTURUCURRENT POSITION 

3.1 The previous report confirmed the need for the establishment of two organisations to 
deliver the arrangements: These are the Territory Programme Board (TPB); and 
Hubco. Members noted that the Head of Property Services would identify an 
appropriate officer to initially serve on the TPB, consisting of representatives from 
each of the 19 public sector participants. This has been established for the 
procurement of the SW Hubco. 

3.2 The Council continues to be represented by an officer from Regeneration and 
Infrastructure Services on the TPB through the process to establish Hubco and on 
the working group to procure a PSDP. The programme to deliver this is now well 
underway and is noted in Appendix 1 below. 

3.3 As noted in Appendix 1, the procurement process is well underway. The PQQ 
selection stage is complete. The shortlist of three bidders has been selected which 
are:- 

. Triarch (comprising Laing O’Rourke PLC, Hochtief Concessions AG, Dawn 
Group Limited and Currie & Brown UK Limited); . WMS Partnership (comprising Wellspring Partnership - Morgan Sindall Group 
PLC, Apollo Capital Projects Limited, Community Solutions Investment Partners 
Limited - Miller Corporate Holdings Limited and Cyril Sweet Group PLC; 
Alliance Community Partnerships (comprising Equitix Holdings Limited, Kier 
Scotland, Galliford Try PLC, Davis Langdon LLP and John Graham Holdings 
Limited) were chosen from seven applications by the SFT and the South West 
hub programme board. 

. 

The final bidders will now go on to prepare more detailed applications which will be 
submitted in June 2012 and it is expected that the TPB will select the preferred 
PSDP in August 2012, with the hubco being formed in October 2012. 
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NEXT STAGE 4. 

4.1 

4.2 

4.3 

4.4 

4.5 

Hubco (the working title for the company) will be established by Scottish Futures 
Trust (10% shareholding) together with the public sector partners (with a total of 30% 
shareholding) and the PSDP (a consortium), who will hold a majority share (60%) in 
the company. 

Once Hubco is formed, the TPB will transform into the Territory Partnering Board to 
deliver Phase 2, providing strategic input into the long-term running of the hub 
project. The Territory Partnering Board will meet regularly (at least once every three 
months) to review performance and financial aspects, to approve each new edition 
of the Territory Delivery Plan (TDP) (annually), to give guidance and approval in 
respect of new project proposals, and to generally manage the provision of 
Partnering Services by Hubco to the Participants. Each Participant is required to 
appoint a Participant’s Representative on to the Territory Partnering Board who 
should be appropriately empowered to agree matters on behalf of the particular 
Participant. In addition, each Participant’s Representative will act as the effective 
point of contact between Hubco and the particular Participant. A non-executive, 
non-voting Chairman will be appointed on an annual basis from amongst the 
Participants’ Representatives and the intention is that the Chairman will rotate 
annually among the different Participants’ Representatives. 

Previously, the Head of Property Services outlined the option of the Council taking a 
shareholding in Hubco with the anticipated share being derived from the total public 
sector 30% allocation. Given the number of organisations participating is currently 
19, the proportionate shareholding is likely to be in the order of 1-2%. It was 
indicated that the benefits of this might become more apparent at a future stage; 
however at that time no obvious advantage was identified to adopt this stance. 
Consequently, the recommendation previously was not to take a share at that point, 
however that option would be kept under review as matters progressed. SFT has 
confirmed that financial support will be provided to assist with the hub set-up and 
procurement costs for the South West Territory. Funding of f 1.4m is available over 
5 years to address set-up/procurement support, public sector recurrentlscheme 
development, programme management and organisational development activity. 
This is now in place. 

The Council has also been informed that a significant element of the funding to 
provide the replacementlrefurbishment of Clyde Valley High School is only available 
via the Hubco framework. Given this position, while the previous report advised that 
there was no obvious benefit to becoming a shareholder in Hubco as it is intended 
that this f40 million project will be secured via this framework, as a shareholder the 
Council will have a more direct involvement in the company and the ability to 
exercise more influence. 

As a shareholder in SW hubco, the Shareholders’ Agreement sets out a range of 
Reserved Matters which will require having full consent of all hubco directors before 
they can be approved. This includes business plan approval, focus on VFM 
demonstration on all the projects in an area where public sector shareholders can 
influence the activities and running of Hubco. The costs of becoming a shareholder 
are limited to the share of the cost of establishing the company (f 100) in total which 
will be shared in accordance with the ownership of hubco, i.e. each participant will be 
required to invest 30% of flOO X 1/19 i.e. f1.57. These costs will be met from 
capital enabling funds, therefore the “Council” will face no financial cost in 
establishing hubco. Funding to maintain the SW Hub delivery office is in place as 
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noted above via SFT funding. 
Council will have no obligation for any additional costs relating to this company. 

SFT have confirmed that as a shareholder, the 

4.6 Previously, Council agreed to full participation in the procurement exercise to select 
a development partner. As noted above, this is now well underway and as outlined 
in Appendix 1 it is expected that final tenders will be submitted in June 2012, with a 
full assessment of the bids thereafter (the Council is represented on the 
procurement working group along with a number of other public sector parties 
including NHS Lanarkshire, North and South Ayrshire, South Lanarkshire, NHS 
Dumfries and Galloway). It is anticipated that the TPB will receive a 
recommendation from the SW Hubco Project Development Director on 27 August 
2012 to select a Preferred Bidder. Following approval by the TPB, it is expected that 
Execution of Final SW Hub Partnering and Shareholder Agreements will be in place 
on 18 October 2012. 

4.7 Previously, Committee agreed to the signing of a number of documents on the 
Council's behalf. These are largely in place across the territory. As the process 
progresses towards final selection, it is now requested that Committee grant consent 
to approve the preferred bidder at the August 2012 Board meeting on the 
understanding that the selection process has been completed in accordance with the 
approved arrangements, and thereafter to sign the SW Hub Partnering (required to 
utilise SW Hub and continue as a Participant) and Shareholders' Agreements to 
accommodate the arrangements noted above, subject to the terms of these being in 
the Council's interest. 

5. CORPORATE CONSIDERATIONS 

5.1 Within the Council, discussions will continue with Finance & Customer Care; 
Learning & Leisure Services as a potential major customer of Hubco, and Design 
and Property Services to ensure the Council's position relating to Hubco involvement 
are properly considered. 

5.2 It should be noted that geographically, the South West Hub does not match the 
boundaries of the current focus on shared services determined by the Clyde Valley 
proposals. It may also deliver the anticipated efficiencies in a different manner from 
that anticipated by the Clyde Valley proposals. 

5.3 As outlined previously, the benefits that will initially accrue to North Lanarkshire 
Council are perhaps not immediately obvious, particularly given the extent of 
development activity across the Council in the last 10 years. This has resulted in the 
very range of expertise and partnership working that Hubco seeks to deliver. It 
should however be recognised that the Hub format is a national structure and a 
public sector solution rather than purely local authority. As such, the scale, viability 
and potential to deliver efficiencies across the public sector give it considerable 
merit. It is also increasingly being seen as both a development company and a 
financing vehicle, either bringing funding from the Scottish Government or from the 
private sector, again a further attractive feature. Should it develop in the manner 
anticipated, internal efficiency savings could be anticipated, and SW hubco will offer 
the Council clear project procurementldelivery mechanism. 
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6. RECOMMENDATIONS 

6.1 It is recommended that: 

i. Committee notes the progress on SW Hubco; 
ii. the Council agrees to continue to participate in the Territory Partnering Board 

and becoming a shareholder in SW Hubco; 
iii. utilisation of Hubco as the Council’s development agent is commended to all 

Services as an option when considering development vehicles; and 
iv. the necessary documentation is concluded to deliver these 

recom mend at ions. 

6.2 All other terms and conditions to be adjusted by the Head of Regeneration and 
Infrastructure Services in consultation with the Head of Legal Services. 

Head of Regeneration and Infrastructure Services A--- 

Members seeking further information on the contents of this report are asked to contact 
Mary Anne Robb, Section Manager, on 01 236 61 6290. 
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