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The Mutual Investment Model (MIM)

The Mutual Investment Model is a traditional PPP model which is not suitable for public
infrastructure projects in Scotland.

The Scottish Government’s Infrastructure Investment Plan 2021-22 to 2025-26 (2022) refers to:

“The options appraisal developed by Scottish Futures Trust (SFT) which resulted in
the adoption of the Mutual Investment Model, the current model for private finance
Projects”.

We wish to reinforce the statement in the Jubilee Scotland report Financing Public Scotland that
“MIM represents a retrograde move back to something which has many of the flaws of the old
Private Finance Initiative with the attendant risks of poor value for money and excess private
sector profits” (page 9). The MIM is designed to ensure that new investment is classified to the
private sector.

There are some differences between the MIM and a standard PPP model, such as the exclusion
of soft services such as cleaning and catering which will be provided by the public sector and
not outsourced. The public sector invests a ‘small’ amount of capital in each project so that it
can participate in a return on investment. In addition, MIM requires a commitment to an ethical
employment code and value for money. However, neither of these elements have been tested in
MIM projects.

The MIM promotes optimum risk allocation, whole-life costing, and performance-based
payments, financial and contractual remedies for non-delivery of community benefits, and a
commitment to transparency. These elements should be standard in all infrastructure projects
and require the public authority to specify their scope and to rigorously monitor their
performance.

Public infrastructure projects must also incorporate public values which include equality and
environmental justice, sustainable development, democratic accountability and address
decarbonisation, retrofitting and adaptation policies.

To date, two MIM contracts have been signed in Wales with a third delayed:

1. Completion of dualling the A465 head of the Valleys road - £590m contracts with
Meridiam Investments ll SAS (Meridiam Infrastructure Europe lll Fund (42.5% stake) plus
FCC Concesiones de Infraestructuras S. L. U. (Spain) 42.5% plus DBW Investments
(MIMS) Ltd (Development Bank of Wales (15%).



2. Sustainable Communities for Learning Programme - £500m contract with Meridiam
Investments ll SAS (Meridiam Infrastructure Europe lll Fund (80%) plus DBW
Investments (MIMS) Ltd (Development Bank of Wales 20%

3. Velindre NHS Trest Cancer Centre, Capital cost of £300m plus with a whole life cost of
about £662m (Infrastructure Journal Global).

“Recently it was discovered that two of the construction companies involved in the Acorn
consortium that has been earmarked to build the new centre, and was in July 2022
announced as the preferred bidder, have previously been convicted for bid-rigging in
Japan and Spain respectively” (Concern that the cost of New Velindre Cancer Centre
has rocketed
(https://nation.cymru/newws/concern-that-cost-of-cotroversial-newvelindre-cancer-centre
-is-rocketing, 28 April 2023).

“….the MIM model is a repackaging of the concession model, or perhaps
even a rebranding of the BOOT model which stands for Build Own Operate
Transfer as seen in the UK and continental Europe for over 20 years:”
(Velindre Cancer Centre: follow-up of Welsh PPP Model, 16 November, 2022).

The MIM in Wales claims to include new measures to support public policy in Wales which
include:

• a mandatory commitment to the Welsh Government’s ethical employment code,

• excluding provision for soft services (e.g. cleaning and catering) and capital equipment (e.g.
specialist equipment for medical facilities), which led to expensive and inflexible contracts in
the traditional PPP/PFI model,

• private partners being obliged to help deliver the objectives of the Well-being of Future
Generations (Wales) Act 2015 – including a focus on long-term sustainability and
environmental efficiency, and

• the public sector investing a small amount of risk capital in each scheme, ensuring a
participation in any return on investment; and the appointment of a public sector nominated
director to manage the public shareholdings.

Public investment in the capital cost of projects

MIM refers to the “public sector investing a small amount of risk capital in each scheme,
ensuring a participation in any return on investment”. However, the two Welsh contracts have a
public sector investment of 15% of £590m capital cost in a roads project (£88.5m) and 20% of
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£500m capital cost of an education project (£100m), a total public sector investment of £188.5m
in the capital cost of the projects.

This is stretching the definition of ‘mutual’ because the shareholders are not equal partners and
it is ‘mutual’ only to the extent of sharing a return on investment. In reality it is another example
of the financial commodification of public infrastructure (Whitfield, 2016).

Secondary market transactions

MIM projects are likely to be subject to the sale of equity in a project in the same way as
traditional PPP projects. The European Services Strategy Unit (ESSU) PPP Equity Database
recorded 462 transactions between 1998-2016 involving the direct sale of equity of 1,003 UK
PPP projects, including those where equity was sold multiple times (Whitfield, 2016). An
average of 43.4% of project equity was sold in each transaction in the sample.

The average annual rate of return was 28.7% in 1998-2016 more than double the 12-15%
annual rate of return assumed in PFI/PPP Final Business Cases.

The Database identified the cost of 1,003 transactions was £10,286m with a further £8,100m
spent on the sale of secondary market infrastructure funds which had acquired shares in PPP
projects.

Both private and public shareholders can sell equity, either to each other or to new shareholders
in the secondary market, over the course of the contract.

Offshoring in tax havens

In 2016, 100% of equity transactions were to offshore infrastructure funds in Jersey,
Guernsey and Luxembourg, based on the ESSU sample of 334 projects. The percentage in
2011 and 2014 was 70% for both years and 60% and 61% in 2015 and 2013 respectively. In
Scotland Meridiam Infrastructure Finance ll SARL has had a 30% shareholding in the M8, M73,
M74 Motorway improvement since contract signing (Whitfield 2023). Meridiam Investments ll
SAS is a subsidiary of Meridiam Infrastructure Europe lll fund but we currently do not have
information on the subsidiary company’s registration.

The offshoring of assets is also widespread in the renewable energy sector. The ESSU Global
Renewable Energy Secondary Market Database identifies 43 companies registered in tax
havens engaged in 264 transactions that acquired renewable energy assets and 47 that sold
assets. The tax havens most frequently used by renewable energy companies disclosed in the
ESSU database are Luxembourg, Jersey, Guernsey, Bermuda and the Cayman Islands which
rank 6th, 8th, 17th, 2nd and 3rd respectively in the Tax Justice Network’s Corporate Tax Haven
Index 2021 (Whitfield 2023).



The MIM model facilitates core PPP activities including having shareholders who can trade their
equity in the secondary market to maximise profits and to use offshore tax havens to minimise
their taxation obligations.

The Scottish Government and local authorities developed the innovative Learning Estate
Investment Programme, a new public sector funding programme for schools that avoids the use
of private finance. The Scottish Government urgently needs to develop and negotiate a new
model for publicly financed national infrastructure investment.
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