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19th  International PPP Forum “Small-scaling of PPPs”
13:30~17:00 Monday, October 21, 2024

13:30 Opening Remarks by Etsuko Yaguchi President, Toyo University
13:40 “ ‘Hyperlocal’ governance Public Space & Small Scale PPPs”
by Tim Tompkins, Adjunct Professor, New York University
14:00 “Government’ s actions on PPP/PFI and small scaling of PPPs”
by Takuro Kasao, Director, PPP/PFI Promotion Office, Cabinet Office of Japan
14:40 “Public Private Partnerships: The Scottish Perspective”
by David MacDonald, Director, Ludwig Consulting Solutions Ltd., Former National Director
of Hub programme, Scottish Future Trust
15:10 Break
15:20~16:40
Panel discussion Moderator: Fumihiro Nakamura, Professor, Toyo University
16:40 Closing remarks
17:00 Adjourn
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The Times Square Alliance:
A Distinctive Structure
An Evolving Mission

To make Times Square clean, safe &
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LUDWIG CONSULTING SOLUTIONS

EXPERIENCE, KNOWLEDGE, ANSWERS

Public Private Partnerships:

The Scottish Perspective

David MacDonald
21st October 2024 - TOYO University

Introduction and Ag enda ket

« David MacDonald - My background, knowledge and experience.
 Brief history of public private partnerships in Scotland and UK.
 Why hub?

* What is the hub Programme?

+ Governance and audit.

* hub Programme outcomes.

» Challenges and capacity issues.

* Supply chain management and capacity building.

» Fee structures and payment mechanisms.

« The future of long-term investment in infrastructure.

» Discussion + Q&A.




So...who is David MacDonald? .-

Bachelor degree.
« Member of the Royal Institution of Chartered Surveyors.

Career highlights:
e Chartered surveyor.
* Project manager.
« Facilities management consultant and contractor.
« National programme director.
« Consultancy company owner / director.
« I have worked on over 100 PPP projects - education, healthcare,

manufacturing, waste, transport.

-
nnnnnnnnnnnnnnnnnnnnnnnnn
uuuuuuuuuu . KNOWLEDGE, ANSWERS

« Married to my fellow company director, Sharon.
« Four children.
« We love to:

* Travel.

« Meet new people.

« Experience new cultures.
« Music, music, music...
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Brief history of public private &
partnerships / PFI in UK

ssssssssssssssssssssssssssss

« 1992 - Introduction of PFI by the UK Conservative government.

« 1997 - Expansion of PFI under the UK Labour government.

» 1998 - First major PFI projects.

« 2003 - Treasury guidelines seeking greater transparency on finance and risk.

« 2006 - Review of PFI with increased scrutiny on effectiveness and value for money.
+ 2012 - Departure from PFI.

+ 2017 - UK National Audit Office report highlights PFI costs and questions value.

+ 2021 - UK government signals the end of PFI.




The Scottish PPP / PFI g
milestones

ssssssssssssssssssssssssssss

* 1992 - Devolution and adoption of PFI.

» 1999 - First Scottish PFI projects — education and healthcare.

« 2000 - Significant expansion of PFI in Scotland - major infrastructure.

» 2003 - Review of PFI with increased scrutiny on effectiveness and value for money.
« 2008 - Audit Scotland report highlighting concerns on long-term cost and risk.

« 2010 - Move away from PFI and introduction of Non-Profit Distributing model.

« 2019 - Final PPP / PFI schemes due to European accounting treatment issues.

¢ 2019 - Launch of Mutual Investment Model.

« 2019 - Launch of the Learning Estate Investment Programme.

« 2020 - Development of Hub Institutional Financing Model.

Key learning points since the %

uuuuuuuuuuuuuuuuuuuuuuuuu

19905 — downSideS .......... jensiyato it

« Benefits of PPP have not been fully articulated.

« PPP process was not properly explained.

* No focus on the reasons why we needed PPP.

« PPP did not change mindsets to long-term strategies.

* PPP became a political issue.




Key learning points since the <

nnnnnnnnnnnnnnnnnnnnnnnnn

19905 - upsides EEEEEEEEEEEEEEEEEEEE .

« Timely renewal of public infrastructure.

« Setting clear objectives under PFI has imposed strong project discipline.
« Design, construction and maintenance properly integrated.

« Shift in focus onto service and outcomes.

« Platform for innovation and new technologies.

» Legacy of learning beyond the PPP sector.

« Emergence of community benefits and social value.

« Attention on the “why?”

7 uuuuuuuuuuuuuuuuuuuuuuuuu
EEE = e . KnowteoeE . answens

« Momentum.

« Economic and operational need.
* Politics.

« Funding.

* Opportunity.




Th e h U b P rog ramme mme——

 Scottish Futures Trust.

« “Ambitious, Bold, Collaborative, Dynamic”.
 Inclusive funding model.

« Improved services through collaborative strategies.
 Building communities, not structures.

« Unique and very successful.

The hub Programme e,

« Launched in 2009.

« Serves the whole of Scotland.

« Involves almost the entire public sector.

» Splits the country into five “Territories”.

« Each Territory serves 20% of the population.
+ 20+5-year programme.

» Managed by Scottish Futures Trust.

» Delivered by five public / private “hubCos”.




h u b P r i O r i t i e S AN TSR, SRS

“Enable the transition to net zero emissions and
focus on leading the way with coordinated
decarbonisation of public sector assets to catalyse

necessary industry transition”.

L} - ]
uuuuuuuuuuuuuuuuuuuuuuuuu
uuuuuuuuuu . KNOWLEDGE, ANSWERS

“Build resilient and sustainable places with a focus
on showing leadership in the shift to collaborative

and place-based ways of working”.
Sustainable

Economy




h u b P ri O r i ti e S AN TSR, SRS

“Drive inclusive economic growth with a focus on
delivering additionality of investment and
accelerating appropriate development activity in

current economic context”.

G Ove r n a n Ce a n d a u d it RN SRS, SAANEYE

 hub Programme managed by Scottish Futures Trust.
« Assurance and audit led by Scottish Futures Trust.

 Strategic direction led by national programme board.
 Territory governance via Territory Partnering Boards.

« Territory delivery via five hubCos.




Governance and audit

hub Programme Governance

Governance

Management

Assurance

hubCo South East

Scottish Ministers inc
Parliamentary oversight

J

Programme

{PAPALS)
1

Senior Responsible
Owner (SFT)

Programme
Management Office
(SFT)

hubCo East Central

hubCo South West

>
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Governance and audit

Shareholder
Agreement
. . . Project 1
Participants | s :
p SFT PSDP Charity Participant

| 30% B shares |

| 10% A shares | :

1
[ -
10% shares

Territory Partnering
Agreement

hubco

]
l_,_l_,_, -—— - - -
60% sha 20% shares 10% shares
g | [ Wil | —=Z
1 1 !
B el o il o e b o i W
[}
|
1
I 10% subdebt | | 60% subdebt | I | 20% subdebt | | 10% subdebt
1
I
L
Subdebt .
[  Project o6FM
- - Company Agreement

«
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G Ove r n a n Ce a n d a u d i t AN TSR, SRS

* Quality is measured across multiple elements:
« Development.
« Sustainability.
« Functionality.
« Measurement of success is baked into the procurement
process.
* Learning and experience drives continuous improvement

and industry-wide application.

G Ove r n a n Ce a n d a u d i t SRR RESERERCRER, ASSOEAY

The £10.7m new build facility provides
2,500 sg m of floorspace for patients &
staff




h U b P rogramme ou tcomes mme——

« Forged collaborative partnerships previously not considered
possible.

« Delivered a significant proportion of the public sector
community infrastructure investment since 2010.

» Achieved a higher proportion of industry awards than any other
procurement programme.

« Secured tangible socio-economic outcomes.

« Drove innovation and technological advancements.

Community benefits + social

sssssssssssssssssss

(=) SUSTAINABLE Ca +. knowLeoes S answers
9 ALS
i b i

Va I u e 3/ DEVELOPMENT (I %

U FE I
« Driving socio-economic benefit from
the outset.
» Bespoke “Themes, Outcomes and
Measures”.
» Link to Scottish Government National
Performance Framework.
« Maps across to the UN Sustainable
Development Goals.

RODUCTIN

Organisations  delivering secialvalue through the SFT TOMs are
wery likely to be contributing to the NPF and the Global Goals agenda. Their
interconnection provides the power to mobilise resources, connect organisations
across sectors, and empower communities to take ownership of their needs. The
SFT TOMS cross reference to the NPF and the UN SDGs, enabling users to

tribute to specific Goals




h U b P rogramme ou tcomes mme——

Infrastructure Employment, 0 g Building better local services together
investment and salaries and h u b =t dfAl  MARCH 2024
economic wealth improve dwa ges PROGRAMME VALUE SOCIAL VALUE CONTRACTS & EMPLOYMENT
Value of hub programme Value split across 5 hub Percentage of hub contracts
across Scotland territories (to date) £2 0 i 9 8 m awarded to Scottish SMEs

£5.50n

. £5.449bn Py 0
Productivity Education, £1,193 a 809/0
e o ,193m -
ga ins ; : IF:‘llc:I fr:::t £466n EDUCATION & TRAINING y
1570 53 £888
=S £3.7n Hewgraatuplaves Construction of hub projects
3 4 0 is supporting over
Zim 6,463 jobs
Service provision Social value and .

£180n New apprenticeship |l

and access sustainability

= hub South Fast positions generated
Fi ® hub North

W hub East Central 1 2 5 3 N A
] - Y
P hub West E i 2
W hub South West RV

enhancement gains

£3.217bn 281
Open il s

hub Programme outcomes s,

« Independent hub Impact Assessment 2020 - 2021.
« Development of logic model.

« Achievement of objectives and impact.

- Stakeholder engagement.

« Absence of a counterfactual.

« Action plan compilation and execution.
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hub

£1.8bn c.27k £750m net £39m Over 850
GEILIEE  annual wages for lifetime NVQs/ wmmm
GVA for constru Scottish earnings SVQs Overall hub value
the ction workers from up- gained §3.4bn
Scottish posts skilling
ekos economy g;gg_lgn
Economsc and Socil Development =CIUS

Bt iﬂS_g?m
£549m

Figure 1: Study Method

Impact Assessment and Evaluation of

Figure 2: hub Programme Logic Model
the hub Programme
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A prjct e

BREEAM

SCOTTISH
UTURES

hub Programme delivers more than £2bn of community
infrastructure supporting new schools, health centres and jobs

= 5 < b
investment in around 200 projects I Scotiand.

that the hul
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hub Programme outcomes

South West Scotland
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h U b P rog ramme outcomes e

* hub Programme has performed well against its original aims and objectives set for it in 2006.

» Delivered substantial social impacts and community benefits.

* Recognition of impacts and benefits.

« Strong stakeholder support for hub to continue, grow and evolve.

+ One of the key benefits that the public sector identified is the high level of certainty that hub
projects give, both in cost and timescale for delivery.

« hub Programme has created clear and quantifiable impacts for the public and private sector
partners who report that working on hub projects has helped to improve their skills and
knowledge.

» These skills have been transferred into non-hub public sector project activity, further expanding
the beneficial impacts delivered by hub on projects.
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In March 2021, Scottish Government Finance Secretary Kate Forbes said:

« I welcome the findings of this evaluation report and recognise the valuable role that
the hub Programme played in delivering much needed new schools, new NHS
facilities and other key infrastructure.

« The hub Programme has achieved a great deal in the past ten years through forming
effective partnerships between the public and private sectors. I look forward to that
collaborative approach continuing, to deliver the community infrastructure we need

while supporting jobs, apprenticeships and Scottish SMEs.
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« The hub Programme required full public sector engagement.

» Stakeholder reticence.

A feeling of “imposition”.

» The need to think long-term.

» Reluctance to collaborate.

» The feeling of threat to in-house teams.

» Post-recession business considerations.

» Lack of ambition in relation to Facilities Management services.

 Full FM service model.
» Resilience creates capacity.

« Mutual growth opportunity.

Long-term PPP

* Robust growth of business. full service FM

« Economies of scale and value for money.
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« Minimal hub FM service model.

» Resilience depends on wider business.

« Long—term sustainability pressures. Long-term hub

minimal service

« Fewer growth opportunities. FM

» A more challenging commercial model.

Challen ges to hub mcnm—————

« Established pipeline of projects prevented strategic
collaboration.

« Absence of key skills, experience and capacity to progress
complex procurements.

« Lack of understanding of the partnership model and
visibility of the hub benefits.

« “It’s your hub...!”
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 SFT hub Programme Management Office.

 Territory support arrangements.

« Capital and revenue enabling funds.

« Working capital contributions.

e Library of guidance, models and benchmarking
information.

* “Hands-on” support.

Su PP Iy C h a inm anagemen t S

* hub companies maintain two tiers of supply chain members.

» Refreshed on a fixed period basis.

» Open supply chain arrangements to satisfy demand.

» Early contractor involvement to augment and enhance input to
design development.

« Focus on promotion of local SMEs.

« Emphasis on safety, quality, training and long-term
employment.
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* New project request - key briefing process. ’ i
° Stage 1. Handiver h
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* Financial close and site commencement.
« Completion. T LN
» Post-completion.

* Facilities management.

] ] -
uuuuuuuuuuuuuuuuuuuuuuuuu
uuuuuuuuuu . KNOWLEDGE, ANSWERS

Long-term nature of hub drives investment in skills, technology
and capacity.

Working capital contributions.

Library of guidance, models and benchmarking information.

“Hands-on” support.
« Supplier development, Supply Chain Institute, Skills Academy.
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» Project costs are modelled on area and capacity metrics.

* Above the line costs.

« Abnormal abnormals.

« Fixed management fee percentage for hub company.

« Design, construction and FM costs are competitively tendered
and benchmarked.

» Social value commitments are contractualised and monetized.

Pa ymen t mec h an I SIMS S

« PPP projects funded via “Level Playing Field” support for debt
and interest with procuring authority paying the revenue
elements.

« Five-yearly benchmarking for soft FM service.

 hub projects receive debt and interest support plus 50% of
lifecycle funding.

« Monthly unitary charge subject to availability and performance
standards.
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« Handback and a post-PPP era.

« Economic pressures dictate there must be a return to
revenue funded procurement.

« Institutional funds are seeking prime investment
opportunities.

« Ambitions require to be funded differently.

* Net zero commitments will prompt new thinking on PPP.
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« With the level of global experience from all forms of
PPP, there is every opportunity to secure long-term,
sustainable socio-economic benefits from strategic
investment in new infrastructure through revenue
funding.

« We just have to keep talking...
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