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1.0 PURPOSE  

   
1.1 The purpose of the report is to update the Committee on the current position of the 

School Estate Funding Model and seek approval of the revised model.  
 

   
2.0 SUMMARY  

   
2.1 The Education and Lifelong Learning Committee at its meeting of 18 June 2008 approved 

a revision of the School Estate Management Plan (SEMP). One of the recommendations 
of that report was that the Plan and Funding Model would be reviewed annually and 
reported to Committee. This report provides Committee with the 2012 review. 

 

   
2.2 It should be noted that the 2011 review of the SEMP was reported to the November 

Education and Lifelong Learning Committee. A further revision of the Funding Model was 
submitted to the March 2012 Education and Lifelong Learning Committee to reflect the 
acceleration of the Primary School Refurbishment Programme approved at that 
Committee. Since the Plan and model were approved in March 2012 the following 
milestones have been reached: 
 

 Whinhill Primary School (Highlanders Academy/Overton Primary School 
amalgamation) completed on site in August 2012 for the new term and is now 
operational. Kings Glen Primary School (former decant school) demolition is in 
progress. 

 Binnie Street Children’s Centre completed on site in August 2012 for the new term 
and is now operational. 

 Garvel Deaf Centre was relocated to Moorfoot Primary School for the new term in 
August 2012. 

 Inverkip Nursery was expanded from 20/20 to 30/30 provision for the new term In 
August 2012. 

 The Mearns Centre (Refurbishment of St. Laurence’s Primary School) project 
commenced on site in July 2012 to complete April 2013.  

 
Further details of current work are included in the Capital Report also being presented to 
this Committee. 

 

   
2.3 This report summarises the internal and external factors which affect the Plan and 

outlines the methodology used to review the financial model. A revised model is attached 
as Appendices 1(a)-(d). 

 

   



 
2.4 

 
Overall the SEMP remains affordable with a financial completion of 2029/30 which 
remains unchanged from last year’s review. 

 

   
3.0 RECOMMENDATIONS  

   
3.1 That the Committee approve the revised Funding Model and the associated changes 

highlighted in Paragraph 6.1. 
 

   
3.2 That the Committee note that the financial implications of the revised model will be built  

into the Council’s revised Financial Strategy due to be presented to the Council in 
December. 

 

   
 

Albert Henderson 
Corporate Director Education, 
Communities & Organisational 
Development 
5th October 2012 

Alan Puckrin 
Chief Financial Officer 
5th October 2012 



 
4.0 REVIEW OF THE MODEL – EXTERNAL FACTORS  

   
4.1 Inflation  

 
At the time of the last review of inflation in September 2011 it was reported that the 
Building Cost Information Service (BCIS) view was that Tender prices had bottomed out 
in 2010, and although new work output was forecast to fall in 2012, tender prices were 
expected to remain on an upward trend over the forecast period, driven by input costs 
increases (materials and wage awards). Currently, tender prices have fallen by 1.8% in 
the 1st quarter 2012 compared with the previous quarter, but remain unchanged 
compared with a year earlier. 
 
The BCIS 2012 five year forecast (July 2012) notes the following: 
 

 General inflation is expected to be around 2.4% in 2012, 3.1% in 2013, 2.6% in 
2014, 3.6% in 2015 and 3.5% in 2016. 

 Material prices are expected to rise by around 3% per annum over the first three 
years of the forecast, rising at 4% over the final two years. It is anticipated that 
materials prices will rise at around the level of general inflation over the first four 
years of the forecast, only moving ahead of it over the final year of the forecast 
period. Global demand for raw materials is not expected to exert undue pressure 
on prices throughout the forecast period. 

 With demand expected to fall in 2012 and 2013, the average of wage awards over 
the first couple of years of the forecast period are likely to be muted. The average 
level of wage agreements is then forecast to rise steadily as demand gathers 
pace towards the end of the five year period. 

 New work output is expected to fall sharply in 2012, and with current tender price 
levels around 4% above the low in early 2010, and input costs having risen 7% 
since then, it is thought that there is little room for a further downwards movement 
in tender prices. 

 
It is felt that with the sharp decline in new work output predicted for 2012, followed by a 
further smaller decline, contractors will reduce tender prices a little over the first year of 
the forecast, limited by contractor margins, in an effort to win work. Over the second year 
of the forecast, BCIS believe that contractors will be reluctant to absorb rising input costs 
(materials and wage awards) for another year, despite another fall in new work output in 
2013, and so tender prices are predicted to rise in line with input costs, until they move a 
little ahead towards the end of the forecast period. 
 
Given that the remaining SEMP projects are smaller scale with only two refurbishment 
projects planned to be tendered within the forecast period, it is not proposed to alter the 
inflation allowances at this review (table below notes current allowances).  
 

 

 Year                           Current inflation allowance     Revised Inflation allowance     
 2012/13 3.5% 3.5% - no change  
 2013/14 4% 4% - no change  
 2014/15  5% 5% - no change  
 2015/16 5% 5% - no change  
 2016/17 & Future 3% 3% - no change  
   

4.2 Capital Receipts 
 
As part of the Financial Strategy the Council agreed that all SEMP receipts would be put 
in the Capital Fund and the SEMP would receive £9.025 m of Prudential Borrowing to 
compensate. As a result the amount & timing of capital receipts is no longer a factor in 
the SEMP Funding model.  

 

  
 
 

 



 
4.3 Scottish Government - Scotland’s Schools for the Future Programme 

 
The March 2012 review of the model included £5.3 million in respect of the grant award 
as agreed with the Scottish Government for the ASN School (Craigmarloch) within the 
new Port Glasgow Shared Campus. This amount reflects the final agreed award but it 
should be noted that the grant funding commitment includes a provisional element 
reflecting the contingency retained as part of the overall project costs. Should the project 
not require the expenditure of that contingency then the grant recovery could reduce to 
£4.866 million. This will be reviewed and finalised upon project completion and 
agreement of the final project costs. 
 
The Scottish Government has recently announced (26th September 2012) the projects 
that have been accepted for the third phase of its Scotland’s Schools for the Future 
programme. The Council’s bid for funding for the St. Patrick’s Primary School 
Refurbishment project has been accepted in principle and therefore an allowance of 
£1.603 million has been made within the current model on the assumption that a grant 
will be received and phased in line with project expenditure over 2015/17. The amount 
and phasing will be subject to a formal offer of grant following detailed submission and 
further engagement with the Scottish Futures Trust. 

 

   
4.4 Scottish Government Capital Grant 

 
The annual capital allocation in the model has been held at £4.8 million (unchanged from 
the November 2011 and March 2012 reviews). It should however be noted that continuing 
cuts in the capital grant given to the Council may make this unsustainable in the future 
and it is recommended that any efficiencies in the SEMP or receipt of further grants 
should be used to reduce the overall cost of the programme and its reliance on this 
allocation. 

 

   
5.0 REVIEW OF THE MODEL – INTERNAL FACTORS  

   
5.1 Overview 

 
There have been no significant changes since the March 2012 updated model. Normally, 
changes are categorised as (1) reviewing and adjusting existing information to reflect 
changes in circumstances and additional information becoming available and (2) changes 
to the strategy resulting in changes to projects being undertaken. These adjustment 
headings are described in more detail below. 

 

   
5.2 General Updating of Model 

 
The Capital model has been brought up to date to reflect actual expenditure over the past 
year. 

 

   
5.3 Project Cost Plans 

 
Generally there have been no changes made to the cost plans for future projects as the 
work content remains the same and there is no change in specification. 
 
A mid project review of the large projects on site has been carried out taking into account 
the form of procurement, project type and stage of construction.  
 

 The St Columba’s High School project is a major refurbishment procured via a 
traditional form of contract and by its nature involves a greater degree of risk in 
terms of final construction cost. As such it is not proposed to reduce the level of 
contingency on that project.  

 
 
 

 



 
 The Port Glasgow Shared Campus project is a new build project procured via a 

design and build form of contract. The project has reached a point where the level 
of risk has reduced with the building out of the ground and design development 
progressed to a detailed stage. It is therefore proposed to reduce the contingency 
within the Port Glasgow Shared Campus project by £1 million to assist 
affordability of the overall SEMP model.  

 
It should be noted that both of the large projects have a significant amount of work yet to 
be completed and, as with all construction contracts, there remains a risk of cost increase 
until project completion is achieved and final account negotiations are concluded. Both 
projects have appropriate levels of contingency remaining at this time. 

   
5.4 Review of One off Costs 

 
Appendix 1(b) shows the one off revenue costs associated with the SEMP. Generally 
these are the costs associated with decanting schools to temporary accommodation and 
then to their new or refurbished school, pupil transport to decant schools and the cost of 
maintaining and securing empty buildings. Schools also accumulate significant amounts 
of unwanted resources and the cost of disposing of these is included in the one off 
revenue costs. A review of the one off costs has been carried out but as there have been 
no significant changes to project phasings (minor adjustment to Mearns Centre project to 
reflect current project timescale only) there is no significant impact on the model. 

 

   
5.5 Review of Savings 

 
The available savings were reviewed against the 2011/12 actual expenditure and due to 
modifications to the SEMP (mainly retaining Sacred Heart building for additional years) 
there has been a net reduction of £445,000 to the projected savings over the period 
2012/13 to 2029/30. This equates to a reduction of 0.5% and does not have a significant 
impact on the overall model. 

 

   
5.6 Specific Changes 

 
There have been no specific changes since those approved in the March 2012 revision 
dealing with the acceleration of the Primary School Refurbishment programme. There 
has been an allocation of part of the model contingency to address relocation of the 
Council owned modular accommodation at the Temporary Port Glasgow Shared Campus 
to Sacred Heart Primary School to address the requirements of Ardgowan Primary 
School and allow Larkfield Children’s Centre to remain within the school. 
 
Loan Charges  
 
As a result of the Council borrowing at low interest rates the Chief Financial Officer is 
able to reduce the cost of Loan Charges charged to the SEMP by approximately 
£450,000 per year from 2014/15. In turn this results in a similar reduction in the General 
Fund contribution to the SEMP. Both these matters are reflected in Appendix 1c.  
 
The wider budgetary implications of this will be considered as part of the 2013/16 budget 
and be reflected in the revised Financial Strategy.  

 

   
6.0 FINANCIAL IMPLICATIONS  

   
6.1 Summary 

 
The model remains affordable on the assumption that contributions from the Council’s 
capital budget remain at previously approved levels. The earmarked reserve summary 
(Appendix 1(c)) shows there is a positive balance carried forward each year with a 
maximum balance of £3.491 million in 2029/30 and a minimum balance of £2.314 million 
in 2025/26.  

 



   
6.2 Capital Costs and Grant Funding 

 
The impact of changes in Capital Costs and Grant Funding income are summarised 
below. This results in a net reduction in capital costs of £2.603million. 
 

 Port Glasgow Shared Campus Contingency Reduction      £1.000 million 
 St. Patrick’s Primary School Grant Funding Estimate         £1,603 million 

 
This matter will be factored into the review of the 2013/16 capital programme.  

 

   
6.3 Cashflow 

 
Both the capital and overall models need to be in surplus for the Council to claim the 
SEMP is financially deliverable. The October 2012 model shows this to be the case within 
the previously reported timescales. 

 

   
6.4 Financial Risks 

 
Although the general financial climate continues to be one of financial uncertainty and 
austerity the SEMP has progressed to a stage where the greatest financial risks in 
connection with the highest value projects i.e. Port Glasgow Shared Campus / ASN 
School and the St Columba’s High School (Refurbishment of Gourock HS) projects are 
reducing with both projects on site and at mid point of construction. Whilst there remains 
a risk (as with all construction projects) that final costs will exceed project budgets the 
contingency allowances within the projects address that risk and have been reviewed as 
noted above. It should be noted that future reduction in the government capital grant, as 
noted in paragraph 4.4, remains a significant risk to the programme. A risk register is 
attached as appendix 1(d). 

 

   
7.0 CONSULTATION  

   
7.1 There are no direct staffing implications in respect of the report and as such the Head of 

Organisational Development, HR and Communications has not been consulted. 
 

   
7.2 There are no legal issues arising from the content of this report and as such the Head of 

Legal & Democratic Services has not been consulted. 
 

   
8.0 EQUALITIES ISSUES  

   
8.1 There are no equalities issues.  

   
9.0 LIST OF BACKGROUND PAPERS  

   
9.1 Project Cost Plans, Technical Progress Reports and Cashflows. 

Building Cost Information Service (BCIS) Quarterly Review 
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