
 

Band B:  21st Century Schools and Education Programme 
 

Background 

The 21st Century Schools and Education Programme represents the largest 
strategic investment in our educational infrastructure since the 1960s.  It has been 
designed to end the piecemeal ‘patch and mend’ approach to investment in 
educational infrastructure that characterised earlier funding packages.   

The Programme is designed to be delivered over a number of waves, or ‘bands’ of 
investment.  Band A of the 21st Century Schools Programme represents a £1.4 
billion investment over the five year period ending 2018/19.  The Welsh Government 
funds 50% of the Programme with the remaining 50% funding provided by Local 
Authorities and others. For Band B of the 21st Century Schools and Education 
Programme, Welsh Ministers have confirmed that the Programme will be funded by 
both capital and revenue budgets. 

The capital funding stream is planned to see a continuation of the baseline budget of 
c£100 million per annum.  In addition to the capital funding available for the 
Programme, there will a revenue budget that will enable an additional investment 
with a maximum capital value of £500 million. This revenue-funded programme is 
intended to boost the amount of resource we have available to support investment in 
new schools and colleges. 
 
Questions and Answers on the Mutual Investment Model 
 
1. What is the Mutual Investment Model? 

 
The additional investment boost of £500 million will be used for contracts whereby 
the successful contractor will design and build the new facilities and provide the 
finance to do this.  The successful contractor will also provide maintenance and 
lifecycle services for the facilities in the long term (DBFM).  This means that as well 

as providing new facilities, we will be investing in the maintenance of the new asset, 
so it will remain in good condition for future generations.  
 
This approach of using a single contract for the DBFM has been used in Private 
Public Partnerships across the UK with a great deal of success. The Mutual 
Investment Model is the Welsh Government’s form of Public Private Partnership, 
developed as a result of wider statistical issues to previous models.  Key features of 
the Mutual Investment Model, in addition to the investment in the long term 
maintenance of the facilities, are: 

 the Welsh Government will be able to invest in the company which will provide 
the design, build, finance and maintenance services. This will ensure that the 
public sector shares in the earnings of the project company; 

 furthermore, the Welsh Government will appoint a director onto the Board of the 

company; 

 the successful contractor will be required to provide community benefits as 
part of their bid proposals.  There will be “core” benefits specified in the 
contract which have to be provided; 



 

 payments will not start until the facilities are built and available for use, and 
will be paid for via a monthly revenue charge over a period of 25-years: the 
Service Payment;  

 schools and colleges will remain responsible for their other non educational 
services e.g. cleaning; catering; grounds maintenance; updating and 
maintaining their furniture, fittings and equipment.  The school caretaker will 
stay as part of the school staff; 

 the Office of National Statistics has reviewed the Mutual Investment Model 
proposal and has classified this as not on the Welsh Government balance 
sheet.  

 
2  What is the proposition to Local Authorities / Colleges? 

 
We would like to work with you to identify projects which are suitable for this 
approach, if you are interested in applying for this funding.   
 
Projects will continue to be identified at a local level with authorities prioritising their 
own schemes.   In October 2016, we invited our partners to provide an indicative list 
of the projects (these could be anonymised), which they would like to put forward for 
Band B.  These were sent to the Welsh Government in December 2016. The lists 
have helped us better understand the extent of the investment requirement in Wales. 
 
We would now like to explore whether these projects would be suitable for funding 
through the Mutual Investment Model, and whether you would be willing to consider 
this type of funding mechanism. 
 
If authorities and colleges are interested in using the Mutual Investment Model 
approach, the Band B projects which will lend themselves to this approach are: 
 

 New build (i.e. all the facilities are new build not just new build extension) 

 Projects which will have completed their statutory consultations or are a good 

way through by June 2018; 

 Projects where authorities / colleges are sure that there will be sustained 

demand for places; 

 Projects without complicated land ownership issues. 

In order to provide a financially viable proposition to the private sector market, we will 
be putting projects together into Band B MIM groups. Authorities need to be willing to 
work with other authorities/projects which are in their group.  The number of projects 
in a group may not be very large, depending upon number of high value projects 
which are proposed.   Authorities may have experience of working together in this 
manner through the Waste Infrastructure Programme. For any local 
authorities/colleges not interested in pursuing schemes through the Mutual 
Investment Model approach, they can still apply through the capital funding 
programme. 

It is worth noting, however, that the revenue budget can not be diverted to the capital 
programme.  Budget allocated to Mutual Investment Model schemes provide a boost 



 

to the capital investment programme and the revenue can not be used for any other 
option.   

The revenue-funded element of the Programme can not adopt the Local Government 
Borrowing Initiative (LGBI) model. There are some concerns about the cumulative 
value of the different LGBI instruments which are coming on stream over the next 
few years, which means Welsh Government have needed the new Mutual 
Investment Model approach.  
 
Intervention rate 

Band A of the 21st Century Schools and Education Programme has a grant 
intervention rate of 50%.   
 
The intervention rate for Band B has not yet been discussed in detail; however we 
understand how important this is to potential local authority/college partners so these 
discussions will be held in the first quarter of 2017 and stakeholders views sought 
before a recommendation is made. 
 
We anticipate that the grant intervention rates will be different for capital and revenue 
funded projects. 
 
Welsh Government support 
Support will be provided by the Welsh Government.  A Mutual Investment Model 
team has been put together of specialists with experience of Public Private 
Partnership procurements.  Members of this team will work with projects which use 
the Mutual Investment Model and provide standard documents such as the contract; 
draft model specification; and draft advisor documents, to help keep procurement 
costs down.   
 
 3 What are the next steps? 

We understand that you will need more detail and information on the Mutual 
Investment Model.  Welsh Government has a small team of specialists who are 
working on this approach.  We are very happy to meet with local authorities and 
colleges to explain the model further, to answer questions and talk in more detail 
with you.  Please ring either             or               on                      or via email  
                                                 or                                                       . Your contacts for the capital 

funded element of the Programme remain the same. 
 
We will be identifying the first group of projects over the coming months with the view 
from stakeholders in July 2017. If your project is not selected for this first phase, we 
will be identifying projects for the second and subsequent phases so we can work 
with you on this Mutual Investment Model approach.   


