
APPENDIX H  -  THE NHS LIFT
H.01
The NHS Local Improvement Finance Trust is not a trust but a programme, developed by the NHS to fund and commission new and improved care facilities.  It was stimulated by the poor condition and unsuitability of many doctors' surgeries.  The NHS has never used LIFT for acute or teaching hospitals but has started to use it for new community hospitals.  

H.02
Local authorities and voluntary bodies which participate may also use LIFT to procure new and improved social care facilities.  Some local authorities have in addition used it for leisure facilities, libraries, information centres, housing for key workers, and sheltered housing, usually on the same campus as care facilities.   
H.03
LIFT works by setting up new types of client-side and contractor-side joint bodies.  The different clients have access under framework contracts (not framework agreements) to a succession of contracts with the main contractor.  It is a novel concept designed to give smaller clients and in some instances smaller contractors access to the advantages of bigger long term contracts.

H.04
There is currently no formal DoH guidance to the operation of LIFT.  There is however a great deal of information about LIFT on its  website at

http://www.dh.gov.uk/ProcurementAndProposals/PublicPrivatePartnership/NHSLIFT/fs/en
 
and on the 4Ps website at projectsupport@4ps.gov.uk

H.05
Standard documents for all LIFT contracts and leases have been drawn up by Partnerships UK.
The client side

H.06
The NHS has so far formed strategic partnership boards for the areas of more than 50 of the present NHS Area Boards.  Most have populations of between 0.3m and 0.5m.  
H.07
SPBs are non-statutory non-corporate bodies and each SPB includes the nominees of 

each NHS trust operating in its area

each of the local authorities and voluntary bodies who wish to be represented

and, when appointed, the main contractor

H.08
SPB decisions are based on majority votes, but participating bodies are not bound by decisions for which they have not voted.
Advertising

H.09
SPBs place notices for framework contracts.  Each such contract covers

all projects which have been sufficiently worked up to be priced in further firm contracts 

any further projects for which contracts may be ordered, within the terms of the main framework contract, by the SPB partners named in the notice

H.10
Framework contracts are for 20 years, with scope for one extension of 5 years by agreement.  Individual participants are free to withdraw after 20 years, and sell their shares, if they wish to.

The contractor

H.11
The contract requires the contractor to form a joint venture company, referred to as the LIFT co.  Share capital has to be subscribed in the proportions

60 % by the main contractor


20 % by Partnership for Health.  PfH is a joint venture company formed by DoH and PUK 

a total of 20 % by the local authorities and voluntary bodies which ask to become members.  These often are, but do not have to be, the same authorities and bodies as those identified in notices

H.12
The contract documents include a shareholders' agreement which all shareholders are required to sign.  These preclude all shareholders from selling any of their shares for an initial period, and require them to give first refusal to other shareholders thereafter.
H.13
LIFT cos have 5 directors (3 appointed by the main contractor, one by one of the participating bodies, and one by PfH) and a non-executive chair.

Negotiations
H.14
Normally all lift contracts are negotiated.  4Ps provides advice for local authorities on a subscription basis, and legal and financial advisers on a call off basis.

H.15
Local authorities are not required to contribute towards NHS costs of advertising or negotiating framework contracts. 

Contracts

H.16
Framework contracts require LIFT cos to


carry out, at the prices tendered, the specified projects under contracts with the participants who will use the facilities so provided

provide 'partnership services', meaning drawing up proposals for the development of participants' care assets, in accordance with annual strategic development plans drawn up by SPBs for their care facilities.  SPBs make no contract payments for partnership services.  The other contracts ordered constitute, for LIFT cos, the necessary consideration 

work up and, if ordered, carry out contracts for the further projects proposed.  These still have to be priced but framework contracts give LIFT cos first refusal, and require the prices which they tender to 'provide value for money'.  If participants are not satisfied that this has been done they are free to arrange for competition themselves (in which LIFT cos would be free to tender but would have no claim for special treatment) or to abandon projects altogether

H.17
Although PCTs are required always to use LIFT, local authorities and voluntary bodies are free to decide which if any projects to commission through LIFT.
H.18
LIFT cos are required to 

use sub-contractors for all developments (both those priced in framework contracts and those worked up afterwards) and to arrange competition for them, but carry any risks and retain any profits from doing so.  Contractors are not contracting bodies (1161) so are not subject to the EU directives when letting their many sub-contracts


provide all funding.  They are normally required to set up wholly-owned subsidiaries to arrange competition for it        

Leases

H.16
Most LIFT projects are for the construction or redevelopment of premises.  They are normally for 25 years and are referred to as lease plus agreements.  Participating authorities pay leasing charges, on completion, rather than the usual instalments, as certified.  The leasing charges are those tendered by the LIFT co in response to the notice, in the case of the contracts specified in framework contracts; or as tendered ad hoc, for subsequent contracts     

H.20
Leases make LIFT cos responsible for repairs and maintenance, and insurance.  
H.21
Client bodies transfer their titles to LIFT cos at DVs' open market valuations, but get back one half of any planning gain if planning permission is granted within 10 years of transfer.  At the end of leases, client bodies may either 


buy back premises at DVs' updated open market valuations, subject to sharing windfall gains 50:50 with LIFT cos.  Windfall gains are the excess of updated valuations over those initially estimated by DVs for the completed premises     

continue to rent the premises as secure tenants (3b)
Pros and cons

H.22
The LIFT programme uses highly original methods, and novel contract documentation.  Its payment mechanism and high level of risk transfer to contractors closely resemble those of the PFI.  
H.23
PFI credits are in fact available, despite the comparatively small size of most LIFT contracts.  The ratio of debt to equity is however significantly higher than for most PFI contracts (1300; summ 10).  

H.24
Price comparisons with the cost of non-LIFT projects are hindered by


the small number of such projects


the heterogeneity of all similar projects


the familiar difficulty of comparing PFI and non-PFI projects 

H.25
A recent NAO report noted (1300; 2.30) that internal rates of return for LIFT projects were significantly higher than for PFI projects (15.1% against 12.5 to 15%).  This may however be because of the comparatively small size of  LIFT projects, which makes them less attractive to the market. 
H.26
The standardisation of LIFT documentation and procedures, and the increasing market for LIFT contracts which may be expected from the rapid growth of the LIFT programme, suggest that it may provide an effective conveyor belt for projects which are laborious to commission on an ad hoc basis. 
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