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	Purpose of the Report
	This report seeks approval to agree variations to the Heads of Terms of the contract to facilitate the completion of the condition survey of Neath Port Talbot Hospital as part of the planning required to exit the contract in 2030.
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	[bookmark: _GoBack]The Neath Port Talbot Hospital Private Finance Initiative (PFI) contract comes to an end in 2030.  Government guidance from the Infrastructure Projects Agency (IPA) advises organisations to start preparation for hand back seven years from the end of the contract. 

As part of this process the Health Board has discussed with Project Co. completion of an asset condition survey which requires a 14-month standstill. 

The standstill requested effectively suspends the service failure points (SFP) that are incurred for noncompliance for 14 months never incur a financial penalty.  This would mean that they have 14-months to rectify any issues identified by the detailed condition appraisal without penalty.  As soon as the issues are rectified the standstill on that area ceases and returns to business as usual monitoring.

Should a failure identified present a risk to health and safety, it would not be subject to the revised protocol and would still incur service failure points.  Any faults that have been identified prior to the survey would also not be included within the agreement and would be treated as business as usual.  

The contract variation will allow for the pausing of charging for such failures but in a structured and risk managed way which will protect service provision.

The Health Board’s project management team led by the Executive Director of Finance and Performance (as SRO)  have assessed that the completion of this report will provide a significant benefit to the organisation moving forward, and therefore seek permission to agree the variation to the Heads of Terms. 
 

	Specific Action Required 
(please choose one only)
	Information
	Discussion
	Assurance
	Approval

	
	☒	☐	☒	☒
	Recommendations

	[bookmark: _Hlk101849901]Members are asked to:
· APPROVE the variation to the Heads of Terms






PFI Contract Variation 


1. INTRODUCTION
The purpose of this report is to seek approval to vary the  Heads of Terms on the Health Boards Neath Port Talbot PFI agreement for the completion of an asset condition survey.  


2. BACKGROUND

Guidance
The Health Board’s PFI contract comes to an end in 2030, at which time the hospital is to be handed back in Condition B as defined by the NHS document “A Risk Based Approach to Backlog Maintenance”.  As part of the guidance from the Infrastructure and Projects Authority (IPA), organisations are advised to commence the hand back process seven years prior to completion of the contract term.  

Under the contract the Project Co. is required to undertake a condition appraisal two years prior to the end of the contract.  Following that review, if there are any issues or items that do not meet Condition B criteria,  Project Co. is required to complete these works, or the organisation can withhold payment from the service fee to a sum equal to the cost of expediting the works.  

Guidance from IPA suggests that leaving it until this point in the contract may be too late and therefore presents a risk to the Heath Board. Best practice suggests that organisations try and undertake a review earlier so that issues are identified and a clear plan to address them can be formulated.

Operational considerations 
Over the last 18-months the Health Board has been having performance issues with the maintenance element of the contract with the delivery of the maintenance service becoming a cause for concern. In November 2022 Keir Maintenance Services took over the role of maintenance provider from the previous provider, Veolia.  As part of this change in service provider Keir Maintenance offered to undertake an independent detailed asset review to provide a baseline for the contract moving forward.  It will include a condition appraisal and will also identify all the assets within the building, carry out an in-depth review of their condition as well as provide a room-by-room analysis of the performance against the room data sheets.

Under the contract if the Health Board reports a maintenance fault Keir have a certain amount of time to rectify the fault.  If they fail to achieve these timeframes, they incur service failure points which equate to financial deductions against the monthly service charge.  

If an area is taken out of use due to the fault, such a fault could be if we didn’t have air conditioning in the theatres, in this case then there is also an unavailability deduction which also incurs service failure points which result in financial penalties.  However, if an area is designated as unavailable and then utilised, the service failure charge is not applicable.
  
Within the contract if there are more than 122 service failure points within a month this tiggers a service failure clause within the contact.  If there are three months on a rolling six-month period where failures exceed this level, then the Health Board has the right to terminate the maintenance service element of the contract.
  
Requested change to heads of terms
As part of the asset condition review, a detailed inspection of all the engineering plant and equipment will be undertaken.  Keir is requesting that where faults are identified through this review, then the service failure points would not be applied, but they would be given 14-months to rectify the problem.  However, of those 14-months two would be specifically allocated to agree the list of works and plan how they would be expedited over the following 12-months.  This is due to the fact that there is the potential for this work to impact on both the availability of space and the operational services.  Therefore, it needs to be recognised that certain elements of the work identified could require the Health Board to vacate clinical areas for extended periods of time.

There will be exclusions to this agreement, any issues that were identified as a risk to health and safety would be required to be addressed immediately.  Any work that is already subject to a maintenance request would also not be covered by this agreement.  All remaining items identified would be rectified within the standstill period either by being dealt with by the normal help desk process, included within the annual update programme or agreed as part of the life-cycle plan. 
 
The annual programme for life-cycle work will be evaluated through the standstill period and be reported via the monthly liaison meetings.  The change in the Heads of Terms would be for those items identified and completed within the standstill period not to incur service failure points or unavailability deductions until rectified.  However, once rectified they would immediately revert to business as usual for that service or system.

2.1 Life-cycle maintenance
Under the contract as previously explained, there is the requirement to hand back the building in Condition B.  One of the Health Boards concerns is that we need to have a clear understanding of the work they plan to undertake up to the end of the contract, so that we can decant services as required to facilitate the work.  Undertaking the Centre of Best Practice (CoBP) will not only give us a condition appraisal of the estate as it stands today but will also give us a life-cycle replacement plan for the next several years.  This will allow us to review how we need to deliver services to facilitate the work being completed.  Having this information and a clear plan is fundamental to effectively managing the hand back of the hospital in 2030.  

Another important aspect of the contract agreement to remember is the day after the hospital is handed back the SPV company (Project Co.) will cease to exist as that was a Special Purpose Vehicle bought in to facilitate the procurement of the hospital which makes it imperative that we ensure all issues are addressed and at hand over and that we have a building that meets the requirements of the contract.


2.2 Risk and Risk Mitigation
The benefit of this approach is that it allows the Health Board to have a clear understanding of the works that are required before the end of the contract and effectively plan for completion prior to hand back in 2030.  The Health Board will potentially be the barrier to expediting some of these works due to the need for us to decant services, either around or off the site, which will need time for us to plan.  Once items are rectified business as usual would be resumed and any subsequent failures would activate the service failure points.

2.3 Capital & Environment – Key Improvements
By agreeing the standstill agreement Keir will invest over £300,000 completing the reviews.  The output, which will include the lifecycle works planned until the end of the contract period at hand back which will ensure that the environment and fabric of the building is Condition B, as defined by the NHS “A Risk Based Approach to Backlog Maintenance.” 


3. GOVERNANCE AND RISK ISSUES
There is a monthly liaison meeting with Project Co. and Keir representatives, as well as site management representatives and Estates staff who oversee the delivery of the service.  This is supplemented by weekly meetings between the onsite management team and the Keir site management representatives for the delivery of the CoBP.  The Health Board will establish a separate project management team reporting to the Liaison group, reporting to the executive Director of Finance and performance (as SRO) on a day to day basis and providing progress reports to the Finance and Performance Committee.


4.  FINANCIAL IMPLICATIONS
There is no cost to the Health Board for the delivery of the CoBP, however there is the potential loss of service failure point income as a result of agreeing to the standstill agreement.  This payment is meant to be compensation for loss of availability rather than an income stream.  But this will be significantly less based on historical evidence than the cost of commissioning CoBP ourselves. 

Up until recently service point failures have averaged around £7,000 - £8,000 per month.


5. RECOMMENDATION
Members are asked to:
· APPROVE the variation to the Heads of Terms


	Governance and Assurance


	Link to Enabling Objectives
(please choose)
	Supporting better health and wellbeing by actively promoting and empowering people to live well in resilient communities

	
	Partnerships for Improving Health and Wellbeing
	☒
	
	Co-Production and Health Literacy
	☐
	
	Digitally Enabled Health and Wellbeing
	☐
	
	Deliver better care through excellent health and care services achieving the outcomes that matter most to people 

	
	Best Value Outcomes and High-Quality Care
	☒
	
	Partnerships for Care
	☐
	
	Excellent Staff
	☐
	
	Digitally Enabled Care
	☐
	
	Outstanding Research, Innovation, Education and Learning
	☐
	Health and Care Standards

	(please choose)
	Staying Healthy
	☐
	
	Safe Care
	☐
	
	Effective  Care
	☐
	
	Dignified Care
	☐
	
	Timely Care
	☐
	
	Individual Care
	☐
	
	Staff and Resources
	☒
	Quality, Safety and Patient Experience

	Ensuring the organisation has robust risk management arrangements in place that
ensure organisational risks are captured, assessed and mitigating actions are taken, is a key requisite to ensuring the quality, safety & experience of patients receiving care and staff working in the UHB.  The potential failure of plant and equipment infrastructure can impact of patients and staff being exposed to health and safety risks. 

	Financial Implications

	The agreement to have a standstill on service failure points, which by their nature is not guaranteed income, is the only financial risk .  Assurances have been received that any issues that affect the health and safety of patients, visitors and staff would not be covered by the standstill agreement and neither would any existing issues reported prior to the standstill period.  The only other cost would be the legal fees associated with the change of Heads of Terms which would be expedited via Shared Services.

	Legal Implications (including equality and diversity assessment)

	The agreement will be shared with legal advisors from Shared Services who would provide advice and support over the change to the Heads of Terms.

	Staffing Implications

	At this point of the project there are no staff implications.  However, the Health Board would need to review this once it has the detailed CoBP as there may need to be provision for project management support to oversee the delivery of the implementation works.  

	Long Term Implications (including the impact of the Well-being of Future Generations (Wales) Act 2015)

	The Act requires the Health Board to think more about the long term, how we work better with people and communities and each other, look to prevent problems and take a more joined up approach with partners.  By implementing the CoBP we will ensure that we are providing effective planning for the long term and the delivery of the hospital in the accordance with the contract.

	Report History
	This is the first report on this matter

	Appendices
	N/A
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