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21 September 2020 
Dear Ms Stafford, 
 
Privately financed infrastructure investment: Non-Profit Distributing (NPD) and 
hub models 
 
At its meeting on Thursday 17 September, the Public Audit and Post-legislative 

Scrutiny Committee took evidence from Peter Reekie, Chief Executive of the 

Scottish Futures Trust and Dr Jim Cuthbert on Audit Scotland’s report entitled 

Privately financed infrastructure investment: Non-Profit Distributing (NPD) and hub 

models. 

 

In its report, Audit Scotland recommended that the Scottish Government should 

“develop its public reporting to provide more information on the costs and benefits of 

using private finance.”1 

 

The Committee is frustrated by the lack of transparency and information in 

connection with privately financed infrastructure projects, including in relation to 

secondary market transactions. It therefore supports the use of additional metrics to 

monitor such projects. As you may be aware, Dr Jim Cuthbert has recommended 

publication of four specific indicators to improve monitoring of privately financed 

infrastructure projects:2 

 

• The effective interest rate on senior debt, both including and excluding fees, 

and the interest rate on sub debt; 

                                            
1 https://www.audit-scotland.gov.uk/uploads/docs/report/2020/nr_200128_npd_hubs.pdf 
2 file:///C:/Users/s802150/Downloads/FEC_43_1_2019_CuthbertJR%20(1).pdf 
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• The weighted average cost of capital (WACC) of senior and sub debt, and the 

combined internal rate of return (IIR) of senior and sub debt; 

• Both measures of project IRR, excluding and including tax; 

• The net present value of sub debt payments, calculated at a discount rate 

reflecting conditions in the potential secondary market for subordinate debt 

and the net present value of the non-service element of the unitary charge, 

calculated at a discount rate equal to the appropriate National loans Fund 

interest rate. 

 

The Committee seeks clarification as to whether use and publication of such 

indicators (or other set of standard indicators) is being considered by the Scottish 

Government in connection with privately financed infrastructure projects, noting that 

use of such indicators could enhance transparency and support the assessment of 

value for money from the outset. They may also potentially act as a disincentive to 

those bidders who may be seeking to generate excess profits through secondary 

market transactions. 

 

I look forward to hearing from you. 

 

Yours sincerely, 
 

 
 
Anas Sarwar MSP 
Acting Convener 
 

 


