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Scope of Work

Scope of Work

The NHS LIFT (Local Improvement Finance Trust) programme was established in 2001 and has brought about the largest and
most concentrated investment by the NHS and the private sector in the primary healthcare and community estate across
England. It has been purposefully designed to support better patient outcomes, make services more accessible for those in
greatest need, and provide modern, purpose-built environments for staff.

PwC has been commissioned by CHP to undertake a review of the LIFT programme sub-leasing model to understand the
relative costs and benefits against the wider NHS portfolio and commercial alternatives. The scope of this review will
encompass the following key areas:

° Cost comparison of LIFT assets versus wider NHS estate using ERIC data, including occupancy costs, maintenance
and lifecycle costs.

° Comparison of LIFT agreements against typical commercial development alternatives, including the level of cost
certainty, service inclusivity, and exposure to market price fluctuations.

e  Assessment of wider qualitative benefits, including patient and user experience, quality of facilities, and service-level
benefits:

e  Understanding of broader public sector impacts of LIFT, including capital utilisation benefits, strategic influence
and ability to generate returns to reinvest in the NHS.

Reader Notes and Limitations:
The following caveats and limitations apply to the analysis set out within this report:

e  The data and sources utilised in this review are accurate as of the time of writing (September 2024) and therefore
values are subject to change.

° Cost comparisons undertaken in this review are based on average LIFT portfolio costs and do not account for regional
variances, which may impact the results presented. They also consider the full NHS estate as recorded in ERIC and do
attempt to align specific asset types. Any choice to occupy a LIFT asset will need a bespoke local assessment of
value against valid alternative spaces.

e  The financial analysis is based on available data and may not capture all potential costs or savings associated
with the LIFT programme. Comparative data used in this review, such as occupancy costs and maintenance
costs, are based on available benchmarks and may not fully represent all variations within the NHS estate or
commercial alternatives.

e The assessment of qualitative benefits, such as service accessibility, facility quality, and staff and user
experience, is based on available qualitative data and stakeholder views. It is recognised these assessments
may vary based on individual perspectives.
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Local Improvement Finance Trust (LIFT) programme

Local Improvement Finance Trust (LIFT) programme

The LIFT initiative began in 2001, aimed at revitalising local healthcare infrastructure. Through the establishment of Public
Private Partnerships (PPPs) to design, build and manage new facilities for primary care and other community-based services
across England, the programme has successfully delivered over 300 state-of-the-art health centres, replacing outdated
facilities with modern, flexible spaces that adhere to NHS standards.

The LIFT programme has been instrumental in addressing the health and wellbeing needs of diverse and often underserved
populations, with nearly 9 in 10 projects located in areas with above average health needs. By providing modern facilities in
areas marked by socio-economic challenges, the programme has significantly improved access to a wide array of health
services. Notably, LIFT projects are three times more likely to be found in multicultural areas, with 60% of all projects located in
either these communities or in disadvantaged urban areas. LIFT facilities also offer extended operating hours, which are longer
than traditional primary care service times, enhancing service accessibility.

e 350 buildings designed, built, funded and operated through the LIFT programme, home to over 1,300 tenants

e 308 buildings currently leased by CHP providing ~900,000 sgm of new floorspace for health service providers and
increased integration of health and care through co-location of a range of service providers in one building

e  Access to a property portfolio worth £2.5bn to the NHS from only £100m public capital (CDEL) invested

Structure Private Sector
Shareholders
The public and private sectors work together in a joint venture through

special purpose vehicles (LIFTCos). The majority of these PPPs have
a 40%/60% public-private ownership structure. This public ownership

stake differentiates the LIFT model from a typical PFI.

LIFT buildings are owned by the SPV, operated by the LIFT companies

and leased to service providers until lease expiry. The average head CHP (Head Tenant)

lease term is 27 years and there are two types of leases in the LIFT

programme: Lease Plus Agreement (LPA) Land Retained Agreement S OccupierRental B
(LRA). ] |

]

Benefits of LIFT

The LIFT initiative provides a streamlined and cost-effective approach to the design, development and maintenance of high
quality premises, tailored to the requirements of service providers and their users. All-in LIFT costs are lower than the wider
NHS estate (based on ERIC data and adjusting for zero growth in backlog maintenance) and deliver a host of both qualitative
and quantitative benefits, including:

° Providing a long-term solution to the delivery of healthcare facilities maintained to Condition B, reducing the significant
and increasing cost and risk of maintaining an ageing NHS estate.

e Improving the quality and accessibility of services for patients and communities by providing modern, fit-for-purpose
and integrated facilities that are flexible and adaptable.

° Providing users and staff with a high quality environment that enables a focus on service and support for staff
retention.

° Comprehensive lease agreements that provide cost certainty to tenants over long periods. Lease payments for tenants
are fixed at lease agreement and increase in line with retail price inflation (RPI).

° Provides tenants with certainty in relation to lifecycle costs throughout the full term of the agreement, allowing
expected replacement costs to be spread over the lifecycle period and increased provision in the early years. In the
current environment of costs escalating and capacity being constrained, the LIFT model enables CHP to provide to
local health communities a fully maintained estate for a predefined cost.

e  Because of the head lease structure, the space and funding commitment is already made by DHSC through CHP in
comparison to entering into a entirely new asset and/or lease arrangement.
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Value drivers - Why utilise empty LIFT space

Qualitative benefits
Modern and considered staff and user environment

LIFT developments have enabled more accessible services, typically with longer opening hours, and provided an improved
environment for staff and service users. As Head Tenant for the NHS LIFT Estate, CHP manages buildings in order to provide a
safe, efficient, high quality and well maintained estate that helps improve the experience of patients, staff and other service
users.

High quality buildings providing flexible and fit-for-purpose floorspace

As the programme commenced in 2001, the LIFT estate is significantly more modern than the rest of the NHS estate, of which
76% of GIA was built before 2004. There is often a degree of flexibility built in to the design of facilities to ensure that they can
respond to changing circumstances, not only providing a fit-for-purpose facility for occupiers, but also enabling more efficient
and cost-effective building management and maintenance. Space is is regularly altered to respond to commissioning plans
and tenants’ needs through variations, extensions and refurbishments.

Quantitative benefits

Although the average occupancy cost per square metre through CHP agreements is higher than average NHS estate costs as
reported through ERIC, there is a value gap that is bridged by the wider benefits of CHP including maintaining the asset
condition and avoiding growth in backlog maintenance. Wider NHS compares favourably to LIFT spend on occupancy and
maintenance. However, when growth in backlog maintenance across the wider estate, and the uplift in spend that would be
needed to prevent this growth are considered, LIFT is cheaper on average due to its embedded maintenance spend.

Cost per square metre '

CHP Total cost £424 per sqm
NHS Total cost £400 per sqm + £102 per sqm in backlog

© maintenance growth p.a.*

Occupancy costs £317 Ongoing maintenance £83 e 5

1 Whilst the costs below do not include the bullet payment amount at the expiry of LPA lease agreements, this analysis presents a like for like comparison with the NHS estate as it is assumed any bullet payments would
be spread across future rental payments.
* The backlog maintenance cost is based on the incremental spend required to maintain backlog maintenance at 2022 levels (i.e. removing the growth in backlog maintenance that occured between 2022 and 2023)

LIFT portfolio provides cost certainty Annual cost growth 2019-2023

15%
Payments are linked to RPI and include all hard FM and annual growth
lifecycle costs, supporting budgeting accuracy and providing o e %

6.7%

cost certainty for occupiers. In line with RPI, CHP payments
have grown 6.7% p.a. on average over the past five years,

10%

whilst overall NHS estate occupancy costs have grown 7.8% %
p.a (ERIC 2023). over the same period. Additionally, LIFT o
tenants are not exposed to fluctuations in market price growth RER

of maintenance, which is forecast to grow by 16% over the % e e

next five years.
%%

2018 2020 2021 2022 2023
No backlog maintenance costs and risks R oyl o e N RER RepexandMankmice DRpR Eres e

LIFT payments through the service agreement period include the costs of a lifecycle plan. This ensures that the premises are
maintained to a Condition B standard, providing high quality buildings for tenants. This also benefits the wider NHS system by
avoiding additional backlog maintenance placing further strain on NHS estate. The cost to eradicate backlog within the NHS
estate has grown by an average of 15% per annum over the past five years to £11.6bn, despite the size of the total estate only
growing 1.7%. Underinvestment in the estate impacts not only staff morale, but also services, impacting an average of 13
hospitals each day in 2022/23. In the same year, estate and facilities related clinical incidents totalled 4,667 (ERIC, Darzi).
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Commercial alternatives

Advantages over commercial alternatives

When compared to a typical commercial development alternative, LIFT offers other additional advantages:

As a public sector head tenant, CHP provides understanding of public sector process and requirements for tenants.
Additionally, as CHP is an equity investor into LIFTCos, this enables public sector influence over the strategic direction, quality
of delivery and operational management of the companies. This also enables generation of dividends that can be reinvested
into the NHS. A reduction in voids across the LIFT portfolio ensures that greater overall funding is generated, supporting the

wider NHS system.

The head tenancy structure means that the headline funding commitment to the space is already made by DHSC (via CHP)
and therefore offers a benefit when compared to entering into lease agreements for new assets.

LIFT assets Commercial alternative

Whilst the rental payment for LIFT
premises is likely to be higher than a
typical commercial development,
LIFT agreements provide more
services than would be offered under
standard commercial alternatives
and tenants are not exposed to
changes in cost for other items
which can be significant and result in
deteriorating premises.

Why occupy LIFT?

Modern Facilities
Promote Utilisation

Greater utilisation of assets though
provision of modern, purpose-built
facilities that integrate primary care
and community services, designed to
meet NHS standards and replace
outdated buildings with state of the
art health centres.

Lifecycle Cost
Management

Q

Facilitates effective management of
lifecycle costs, spreading expected
replacement costs over the term of
the tenancy and providing for
increased provision in the early years.
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Cost build up

All-inclusive LIFT payment (£424 per
sqm)

Upward or downward review &
deductions if applicable

Cost Certainty and
Inflation Protection

Tenants benefit from cost certainty,
with lease payments fixed at the
outset and adjusted according to
retail price inflation, providing
financial predictability over the long
term.

Enhancing Access to
Health Services

Improving access to health services
for diverse populations, particularly
in areas with higher health needs,
ensuring that nearly 90% of projects
serve communities that require these
services the most.

Rental payment (£200 - £300 per sqm)

Lifecycle & planned maintenance
Administration & management
Internal repairs
Insurance
Dilapidations

Upward rent reviews (~25% growth in
rents over the past 7 years)

Long-term Maintenance
Solution

Offers a sustainable approach to
healthcare facility maintenance,
ensuring that buildings are kept to a
high standard (Condition B),
mitigating ageing NHS estate costs
and risks.

Public Sector Influence
& Efficiency

Allows public sector to influence
strategic direction and quality and
generate dividends to reinvest into the
NHS. Headline funding commitment
for LIFT space is already made by
DHSC through CHP.



Appendix - Assumptions

Occupancy costs

Description Source Calculation Reference
Office for . . .
Retail Price index  National RPI: Percentage change over 12 months - All Services httpg.//\_NW)N.ons..gov.uK/economy/mﬂanna
- ndpriceindices/timeseries/doge/mm23
Statistics
NHS Estate ERIC data (Estates and facilities financing costs + Hard FM costs  https://www.gov.uk/government/statistics/e

+ Management (Hard & Soft FM) costs) / gross internal  states-returns-information-collection-summa

Cosmane Cosily AU floor area ry-page-and-dataset-for-eric-202223

https://bcis.co.uk/insight/construction-indic
Repair and Maintenance Output Price Index: All Repair  es-cost-and-price-indices/
and Maintenance. Average annual growth 2019 - 2023  https://bcis.co.uk/news/bcis-five-year-faciliti
es-management-forecast/

BCIS Repair and
maintenance BCIS
output price index

Occupancy costs

Description Value Source Calculation Reference
CHP total £424 per CHP

provided Total LPA annual charge / total GIA Internal CHP LIFT Asset Portfolio Data
cost per sgm SIM  Lata

https://www.gov.uk/government/statistics/e
states-returns-information-collection-summa
ry-page-and-dataset-for-eric-202223

NHS total £502 per ERIC data  Occupancy cost + ongoing maintenance + backlog
cost per sqgqm sqgm  2022-23 growth

NHS (Estates and facilities financing costs + Hard FM https://www.gov.uk/government/statistics/e

£317 per ERIC data - . -
occupancy sam 202223 costs + Management (Hard & Soft FM) costs) / states-returns-information-collection-summa
cost q gross internal floor area ry-page-and-dataset-for-eric-202223

(Capital investment for changing / improving
NHS ongoing £83 per ERIC data  existing buildings + capital investment for
maintenance sqgqm  2022-23 maintaining (lifecycle of) existing building) / gross
internal floor area

https://www.gov.uk/government/statistics/e
states-returns-information-collection-summa
ry-page-and-dataset-for-eric-202223

(Growth in total cost to eradicate backlog (y-o-y) +  https://www.gov.uk/government/statistics/e

NHS backlog  £102 per ERIC data investment made to reduce backlog maintenance) / states-returns-information-collection-summa

growth sqm 202223 gross internal floor area ry-page-and-dataset-for-eric-202223
Commercial rental values
Description Value Source Calculation
Commercial  £200 - IF_QZSionaI Based on average rental rates from regional centres https://www.Ish.co.uk/explore/research-and-
alternative £300 per Regort and ‘out of town'’ rental values. Range from lowest views/research/2023/december/regional-offi
rental rates sgm 2023 and highest reported transactions. ce-report-2023
Commercial LHS https://www.Ish.co.uk/explore/research-and-
; o Regional Average rental growth calculated between 2016 and . "™ ey .

alternative 25% views/research/2023/december/regional-offi
rental growth Report 2023. ce-report-2023

2023
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