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	The Primary Care Premises Forum is an association of a number of organisations and individuals from the private sector with extensive specialist knowledge of the provision of primary care premises throughout the UK.  Its members include investors, developers, bankers, surveyors and lawyers and other professionals.  It has been established to promote best practice within its area of expertise.  
Over recent years, private investment has contributed substantially to the provision of primary care premises and the Forum is extremely concerned that some of the proposals within the Health and Social Care Bill, together with its apparent lack of attention to property matters, will adversely affect both the quality and cost of private investment in the sector – and may even deter future investment by the private sector at all.  Some of the questions raised, problems that arise and suggested solutions available are dealt with in this paper.
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PCPF Response document
Preface
The Draft PCPF questions and comments have been subdivided into 4 Sections for simplicity and impact.

1. CORE ISSUES- that impact on the current provision of premises and the current model of investment.  

2.
UNDERLYING ISSUES- that impact on the current cost of altering/replacing the existing defined pathway for property funding.  
3. LIFT ISSUES- the future of LIFT directly impacts on the sector and LiftCo’s geographical exclusivity is in conflict with the concept of “Any willing provider”.

4. SCHEDULE 21- Widening the ownership of primary care premises, and the ability of new entrants and providers to own buildings has a direct impact on the marketplace for the current providers and needs to be understood and controlled.
The landscape within which primary care services are to be delivered is to change dramatically.  Hitherto, the focus has been on the delivery of services by GPs, largely within their current premises pursuant to their GMS and PMS Contracts.  These Contracts include the payment of rent reimbursement which has formed the catalyst  to secure the finances necessary to provide these specialist premises.  

The capital cost of the provision of the specialist commercial buildings required for the provision of healthcare is extensive, and something the State cannot afford to carry.   For this reason it is essential that the new NHS structure continues to attract the commitment of investors and funders to the sector, to ensure the availability of the new high quality specialist premises which will be required to support the changing environment. 
However,  the changes set out in the Health and Social Care Bill 2011,  to provide a high quality service delivery in a contestable and competitive environment on a site which is convenient to the location in which a patient has elected to register, will result not only in the introduction of many new (non GP) providers, but will also necessitate new premises to accommodate them.  The Consortia will be looking for quality access and choice for patients at a community level and the lowest effective price. They will have powers to decommission poorly performing GPs-and look to other providers of primary care services if they offer better value.  
The emphasis of service delivery against a background of a contestable and competitive environment could alter dramatically the role and covenant nature of core tenants for primary care premises. However, in order to minimise annual costs, specialist medical property, due to its very nature, requires long term planning and long term investment.

Modern Primary Care premises are usually located in residential or other non-conforming locations. As a result, the requirement for this specialist property cannot be simply regarded as another cost and treated alongside staff, equipment etc.  The capital cost of specialist property is substantial and if funding is to be obtained from the private sector the structure must firstly be secure in order to initially attract the funding and thereafter it must be converted to an annual charge (rent).  To minimize this annual charge, long term security is essential.  Where long term security for investors conflicts with shorter term service provider contracts, the contradiction can be solved by the use of long term head leases and short term service provider sub-leases or licences.

The necessary long term nature of property and the complexity of its provision are not something that is ideally suited to GP Consortia, whose focus must be on the provision of healthcare services.  We believe the requirement to seek specialist property advice concerning exploration into long term property commitments would be a burden on Consortia and one far better dealt with by a central source with property specialists.  This would allow the central body to attend to strategic matters and to take the long term leases necessary for the efficient financing of specialist property.  We propose the Consortia may, where appropriate, take or allocate to service providers short term leases and thereby take on board the annual occupational costs.

HEALTH AND SOCIAL CARE BILL- FORTHCOMING CHANGES TO GP PREMISES 

Draft Key Questions

1. CORE ISSUES
The current model for premises provided by the investment model relies on a long lease (20-25 years) underwritten by the NHS or, in the case of direct ownership, long term Notional Rent reimbursement to a GP.  Any change to that will at best increase the cost of provision and at worst make premises provision, by the private sector, unviable, thus restricting future development and even potentially threatening the ongoing viability of current premises.

· The current system of rent reimbursement has allowed the market to view GP lease rent or Notional Rent as NHS “guaranteed”.  Availability and terms of debt funding is based on the strength of the income covenant and length of secure income.  With NHS reimbursement, banks have been willing to provide mortgages at preferential rates and loans up to 100% compared to the 70% more common in the commercial market.  Investors have treated GP premises as akin to government occupied premises and applied yields towards 6% compared to the 7-8% common in the general commercial field.

· A move from 6% to 8% could, all other things being equal, increase rental requirement on new premises by as much as 33%.  Thus, if the system moved from the existing form of premises provision and rent reimbursement to one where the rent was supported only by GPs as private individuals or other “non-secure” providers holding short term service contracts, either the quality/specification of premises would have to fall significantly or the property cost for specialist medical premises would have to  increase.

· One likely result of such cost increase would be to move primary care services back into converted commercial or residential premises (providing an alternative use if they became redundant) which would hamper or preclude the provision of a wider range of medical services under the primary care umbrella.

· The long term rent reimbursement required to support new premises provision and shorter term contracts for the provision of services do not need to be mutually exclusive. Indeed some PCT’s have already adopted a method whereby they, or in future the NHS, either via the National Commissioning Board (NHS CB) or the Foundation Trust (FT), take a long term lease on new premises provided by private finance with sub leases being granted to the GPs or other service providers to fall in line with their Service Contracts.  This system provides other benefits such as the ability for the NHS (either at NHS CB or FT level) to better control the quality (specification), location, size and lease terms of premises and to ensure proper co-ordination between different consortia areas.

To allow the current variety of property provision and competition, GPs should continue to be able to develop their own premises with rent reimbursement.  
2. UNDERLYING ISSUES

The current arrangements have well defined pathways and regulations controlled by the PCT and the DV with well recognised pathways for agreement and dispute resolution.
Any change will generate serious concern in the investment marketplace and it is therefore essential the following questions are addressed:

A. Who will provide the rent reimbursement responsibility for ongoing GMS/PMS?  Will this be the NHS CB?

B. What form of reimbursement is planned for the delivery of existing and new premises for occupation by Consortia?
C. What form of reimbursement is planned for the delivery of existing and new premises for Consortia commissioned services?
D. Who will decide on the need for the new premises, their size, location and lease term?
E. What are the proposals for transferring the overall reimbursements covered by the existing Directions currently handled by the PCT?  Who will control the arrangements at a local level and who will be responsible for rent valuations and reviews?
F. Who will take assignments of existing leases and hold the leases for new premises?
G. Who will decide on budgets for new premises, upgrading and improving existing premises?

H. Currently rent reimbursement reviews and appeals are carried out on a fully defined basis and agreed between the parties as defined in the current Directions.  Will these arrangements be maintained? 
3.  LIFT ISSUES
a competitive environment for premises provision is essential to the NHS obtaining best value for money. LIFT exclusivity has directly affected competitive provision of premises.  Understanding the future role of LIFT and other procurements is essential.
Concerns over “value for money” have also resurfaced recently – and we believe it is essential alternative methods of delivery remain available.

The key issues arising from this are as follow:

A. What are the proposed changes to the current LIFT arrangements on existing and new schemes?
B. Will the current LIFT exclusivity be maintained on a geographic basis or be reassigned on a consortia basis or will competition be introduced?.
C. What is the future of Strategic Partner Agreements and who will administer these?
D. Will the current estate planning currently undertaken by LIFT remain-and if not who will this be transferred to?
E. What procurement process is planned for new premises both inside and outside existing LIFT areas?

4. SCHEDULE 21-Other proposed owners of healthcare premises
Primary care provision has traditionally been by GPs in GP Premises.  The new bill proposes a much more open market (“Any willing provider” – “AWP”) and it is essential to understand the impact of this upon the new market, particularly in relation to ownership of primary care buildings and the ability of new entrants to attract rental and reimbursement.

A. The NHS Bill (Schedule 21) widens potential ownership of existing and new estate.  How is this to be controlled and who will administer and decide reimbursements?

B. The Commissioning Consortium may be an owner-is it planned the residual primary care estate (currently owned by PCTs) should be owned by Consortia?
C. Foundation Trusts may also own primary care estate - and provide primary care services. However, this may conflict with ensuring the AWP model can apply across the board, so how will this be preserved in the case of FTs if they are in control of the premises?  Furthermore, who will administer and control these services?  

D. Qualifying companies and individuals providing health services also qualify. How is this to be controlled - and will this be a continuation of the current AWP network?
E.
Why does the Bill not permit the use of LLPs in addition to Qualifying Companies – and is there any reason why LLPs should not be permitted to form part of the NHS landscape (both as owners of premises and as providers)?

E. The Bill also sets out the ability of various qualifying bodies to share ownership.  How is this envisaged and what structure will govern this? (LLPs could have a significant role to play in achieving these arrangements).






