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It is good to see the amount of information on SFT schemes which is now available. 
The SFT, and the Committee, are to be commended for pursuing this. 

I would not say, however, that the position is yet ideal. I will use the figures given in 
the spreadsheet at Annex A, 6, of Peter Reekie’s letter to the Committee to illustrate 
why there are still deficiencies. 

That spreadsheet gives WACC and project IRR for hub and NPD schemes. Over all 
hub and NPD projects, the average WACC is 4.69%, and the average project IRR is 
5.86%. 

However, looking at the data given on individual projects, three projects in particular 
stand out as having unusually high project IRRs, both in absolute terms, and relative 
to their WACCs. These are the James Gillespie’s High School hub project, with a 
project IRR of 8.13%, (WACC 5.94%): the NHS Lanarkshire Bundle hub project, with 
a project IRR of 8.46%, (WACC 5.81%): and the Inverness College NPD project, 
with a project IRR of 8.85%, (WACC 5.20%). 

The size of the project IRRs for these schemes raises the immediate question: have 
these figures been correctly calculated? If the figures are correct, that raises the 
second question: would these schemes have gone through on this basis at contract 
stage if project IRRs had been specifically scrutinised before contract signing? 

There is no way of knowing the answer to the second question. But both questions 
point to something which has not yet been taken up in monitoring – namely, the 
desirability of making it a condition of tendering that certain key statistics should be 
produced on a standard basis for all schemes. (This was something suggested in my 
evidence to the Committee.)  

The other deficiency with this particular spreadsheet is that it does not give quite 
enough detail. In addition to WACC and project IRR, it would be useful to have, for 
individual schemes, the senior debt rate, the junior debt rate, and the combined IRR 
of senior and junior debt. 

I hope these comments are helpful. 

Jim Cuthbert  


