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1. Introduction

1.1 The Learning and Leisure Services Committee meeting on 4 November 2014
approved the report dated 24 October 2014 setting out the commercial negotiations
and financial close process for the Greenfaulds High School BDFM project.

1.2 This report advises the Learning and Leisure Services Committee that financial
close has been achieved setting out the financial outturns including the portion that
the council will pay with regard to the unitary charge.

2. Commercial Agreement

2.1 Commercial costs concluded in December 2014. The key points closed out
between October 2014 and December 2014 are summarised below.

(i) Contamination: the council will meet the cost of or delay associated with
remediating any ground contamination under the existing building and any
asbestos within the existing building. This is a standard position and the
Schools and Centres 21 capital reserve will meet any costs that arise.

(ii) Utilities and Rates: Utility charges and rates are direct pass through costs to
be met by Learning and Leisure Services. This is standard.

(iii) Insurance: Annual Operational Insurances are funded by Scottish
Government with all other insurances borne by the council. This is standard.

(iv) Construction: The outturn of the design, development and construction costs
of the project is £31,814,031. (175.8k less than the predicted maximum
cost). This was verified by Currie & Brown, the external cost advisers.

(v) FM Services and Lifecycle:

• The FM services are limited to maintenance of the building fabric, built
internal environment. There was no TUPE transfer of council staff.
The cost outturn is £14.96 per sqm per annum (E213,389 annual cost).
This is within the SF1 benchmark of £15 p/sqm/pa.
Lifecycle Costs include the replacement of key building components such
as the boiler, windows, roofs etc. Flooring, ceilings and walls decoration
have been included in this project. (The alternative provision obliged
councils to undertake these works over 25 yrs, whilst also giving the
contractor rights to undertake any works considered necessary to protect
their handback provisions if council works were insufficient.
Consequential costs would have been borne by the council).



The cost outturn on lifecycle is £15.07 per sqm per annum was well within
the SFT benchmark of £17 plsqmlpa. Flooring, ceiling and decoration are
an additional £3.81 plsqmlpla. Total Lifecycle is £18.88 p/sqm/pa verified
by the external FM advisers as value for money and approved by SFT.

• The FM and lifecycle handback provisions ensure the facilities are
transferred back to the council, by the hub company after 25 years, in a
state which requires no immediate major maintenance.

3. Scottish Government Approvals.

3.1 Following the councils submission of the Key Stage Review to the Scottish Futures
Trust (SFT), the SF1 gave approval for the Council to proceed with Financial Close.
The hub pricing report dated 17 December 2014 shows that the Greenfaulds High
School Project achieves value for money using the comparator models. The
comparator models align with the metrics set out by the Scottish Futures Trust.

4. Financial Close

4.1 In January, the condition precedent documentation was verified, the equity
investments were held in escrow by the external lawyers and the contract
documents which make up the Project Agreement were formally signed. These
activities allowed the funding process to be secured on 8 January 2015.

4.2 The senior debt funding for the project was provided by NORD LB (Norddeutsche
Landesbank Girozentrale), Hanover. Nord LB was appointed following a
competitive procurement by the SF1 on behalf of Scottish Government.

4.3 A detailed protocol was followed at financial close to set the LIBOR swap rates for
both the senior and the debt service facilities. The LIBOR swap rates provided by
Nord LB were subject to independent benchmarking by JC Rathbone, advisors to
the Scottish Government. This provided assurance that the rates reflected a
market position at financial close.

4.4 The subordinated debt funding for the project was provided by both public sector
and private sector equity investors asfollows:−a)

The public sector investors are North Lanarkshire Council (30%) and Scottish
Futures Trust Investments Limited (SFTi) (10%).

b) The private sector equity investors are Equitex Ltd (36%) and Galliford Try
Investments Limited (24%).

5. Affordability

5.1 Financial close took place on 8 January 2015 and a finalised financial model was
submitted to the SFT. The funding award was finalised by Scottish Government on
9 February 2015 and the revenue support funding streams are noted in Table A.

Table A: Scottish Government Revenue Support Clyde Valley D&B Greenfaulds DBFM
Greenfaulds Construction & Development Costs 12,953634 20,382,054

Greenfaulds DBFM Transaction & SPV Costs N/a 931,454
Project Totals 12,953634 21,313,508

Total Aggregated Scottish Government Support 34,267,142
Total Revenue Support Needed for Greenfaulds 32,745,485
Revenue Support carried forward for future project 1,521,657



5.2 The total aggregated funding support will be offset against the unitary service
charge. It is intended to carry forward the balance to a future revenue project.

5.3 The FM and lifecycle revenue charges are not government funded and are costs to
the council. Ernst & Young, financial advisers, advised that applying standard
Treasury rate assumptions over the 25 years, for such transactions, indicates an
overall net present value in terms of equivalent capitalisation of £6.5m. These
costs, plus any non−fundable insurance and interest rate costs, will be funded by the
council from the existing Schools & Centres 21 reserve.

6. Contract and Partnering Relationships

6.1 The Project Agreement (contract), between the Council and the Contractor
was legally operative from 8 January 2015, the date Financial Close was achieved.
The agreement end date is 21 September 2041.

6.2 The project agreement partners are North Lanarkshire Council and Hub SW
Greenfaulds Sub Hub Co Limited. Michael McBrearty is the Chief Executive of Hub
South West Scotland Limited with offices based at Strathclyde Business Park.

6.3
6.4

The construction contractor for the project is Galliford Try t/a Morrison Construction
The facilities management contractor is FES Limited.

7. Construction

7.1 Construction of Greenfaulds High School Site started on 5 January 2015. Morrison
Construction at their risk started work before financial close to allow the programme
for the new building occupation to be maintained, whilst the financial marketsre−opened

after the festive period.

7.2 A summary of the construction programme targets are asfollows:−8

8.1

1st phase 21 September 2016 Building, A73 access and car park
2d phase 23 June 2017 Synthetic external sports facilities
3rd phase 10 August 2018 Grass athletics area.

Recommendation

The Learning and Leisure Services Committee is requested to note:

(a) That financial close has occurred
(b) The revenue support award to the project stated in Table A paragraph 5.1
(c) The financial outcome for the council with regard to the unitary charge noted in

paragraphs 5.2 and 5.3

Th
Head of Resources

Members wishing further information please contact:
James McKinstry, Head of Resources on 01236 812269 or mckinstryitänorthlan.qov.uk
Julie Heron, Programme Manager Schools & Centres 21 on 01236 812747 or
heron'a,northlan.gov.uk


