EMBARGOED UNTIL MEETING

Greater Glasgow NHS Board
Board Meeting
Tuesday, 22 February, 2005

Board Paper No. 05/10

Chief Executive, Primary Care Division

Local Forensic Psychiatric Unit
Contract for Provision of Unit
Recommendations:
The NHS Board is asked to:(a)

re-appraise itself of the information provided and the approval given to the
Local Forensic Psychiatric Unit (LFPU) - Full Business Case (FBC) at the
April 2004 Board meeting – see Section 1, “Background” below;

(b)

note the points in this paper updating the NHS Board of the relevant changes
that have taken place between FBC approval in April 2004 and subsequent
contract finalisation with the preferred bidder – see Section 2 below;

(c)

approve the Board entering into a Contract, based on the Project Documents
and any associated contractual documentation, as advised by the Board’s
external advisors;

(d)

authorise any two of the Chief Executive, the Acting Director of
Finance/Director of Finance for the Primary Care Division , the Director of
Planning and Community Care and the Chief Executive for the Primary Care
Division, to sign on behalf of the Board the Project Documents (subject to such
amendments to the Project Documents as required (provided such
amendments are consistent with the general agreed principles of the Project
Documents exhibited at the meeting)) and any additional documentation
required in connection with the Project as advised by the Board’s external
advisors.

(e)

authorise Mr. Douglas Griffin, Director of Finance of the Primary Care
Division, as the named individual on behalf of Greater Glasgow Health Board
for the purpose of the insurance proceeds account to be opened in terms of the
project agreement.

(f)

request the Chairman to produce a certified copy of the minute of the
proceedings of the meeting as verification that approval has been granted.

1.

Background

1.1

The Full Business Case for the provision of the Local Forensic Psychiatric Unit
(LFPU) was approved by the Board on 20 April 2004. The Unit provides 74 places
for the provision of services for the population of Greater Glasgow and will be
located at a greenfield site at Stobhill General Hospital.

1.2 Following a PFI bidding process, the Canmore/Balfour Beatty Consortium were
appointed as preferred bidder for the provision of this Unit under a private finance
arrangement (PFI).
1.3

Negotiations have taken place between the Primary Care Division and the
Canmore/Balfour Beatty Consortium on the Contract (as defined at paragraph 3.3
below) under which the Unit is to be provided. The private sector consortium
consists of :
Lead :
Builder :
Architect :
Banker :
Facilities :

Canmore Partnership
Balfour Beatty Construction Limited
Boswell Mitchell & Johnston
Dexia Public Finance Bank
Parsons Brinckerhoff

A special purpose company (to be known as Stobhill Healthcare Facilities Limited)
will be established by Canmore Balfour Beatty to deliver the contract.
1.4

Conduct of the negotiations was assisted by professional external advisors to the
Primary Care Division of the Board :
Legal :
Finance :
Technical :
Project Management :

McClure Naismith
Tribal Consulting
Young & Gault
Currie & Brown

1.5 The Contract is for provision of the building and its maintenance for a period of 35
years, with an expected construction commencement date of 3rd May 2005 and
completion in December 2006. The Board will pay an annual unitary charge subject
to satisfactory continued provision of the building and its maintenance. Soft
services, such as cleaning or catering, are not included in the contract. These will
continue to be provided by the NHS Greater Glasgow Board under arrangements for
the provision of these services to the Stobhill site.
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2.

Update from Approval of FBC to Current Position

2.1 No significant change has taken place on this scheme since approval of the Full
Business Case ( April 2004 ). Since last April, the Division has worked in
partnership with the consortium to overcome issues related to water run-off on the
site to meet the requirements of Scottish Water. These issues have now been
addressed satisfactorily, after a lengthy period of negotiation.
2.2 The cost of the PFI provision of the service has increased as a result of cost
indexing but remains within the funding set aside for provision of this Unit.
2.3

The Scottish Executive Health Department have confirmed that the FBC satisfies all
their requirements, subject to confirmation from the external auditors regarding the
accounting treatment (see Appendix 1). Clearance has now been obtained from the
external auditors, PricewaterhouseCoopers, that they have no objection to the
accounting treatment of the transaction as being off balance sheet (see Appendix 2
to be produced at the meeting). This has enabled the SEHD to confirm their
approval for the Board to agree a Contract with the consortium for the provision of
a LFPU (see Appendix 3 to be produced at the meeting).

2.4 The Board’s external advisors agree that, subject to minor details to be finalised
shortly, the Contract is ready for signing. To satisfy the private sector consortium,
specific Board authorisation to conclude the Contract is required.
3.

The Contract

3.1 As stated above, the Contract provides for provision of the Unit for a 35 year
period, including full maintenance of the building. The Board has an option to take
over ownership of the building at the end of this period at no cost.
3.2

The Contract is based on standard form documentation issued by the Scottish
Executive for use in PPP/PFI projects.

3.3

The contract documents consist of :
•
•
•
•
•

Project Agreement with the project company (the “Contract”)
Funders Direct Agreement with the funding bank
Construction Direct Agreement with the builder
Services Direct Agreement with the services provider
Independent Testers Appointment with the Independent Tester, Capita
Symonds,

•
and supporting documentation.
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4.

Contract Authorisation

4.1

The Board is asked to approve the attached Minute which will enable the project to
proceed to contractual close. Signing of the Contract documents will enable the
project to commence and the site and building preparation works to proceed in the
coming months. If approved, the Chairman will be asked to sign the attached
Minute as evidence of the decision taken and allow the Board’s legal
representatives to complete remaining preparations for the signing of the Contract
documents.
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Greater Glasgow Health Board
Extract of the Minute of a Meeting of the Board of Greater Glasgow Health Board duly
convened and held at Glasgow on 22 February, 2005.
Present :
(list of members attending )
Minute No.

Local Forensic Psychiatric Unit
Contract for Provision of Unit

A report of the Chief Executive, Primary Care Division [Board Paper No. 05/ ] sought
approval to the contract for the Project for the Local Forensic Psychiatric Unit ( LFPU ),
following approval of the Full Business Case at the Meeting of the Board on 20 April
2004.
The Chief Executive and the Director of Finance of the Primary Care Division provided
Members with an update on the current status of the Project. They explained that the
Project is to be entered into pursuant to the Government’s Private Finance Initiative and
that the purpose of the project is to create a local forensic psychiatric facility which will
provide services as discussed and outlined in the minutes of the Meeting of 20 April
2004. Copies of the principal documents to be entered into by the Board pursuant to the
Project ( the “Project Documents” listed below ) were available to Members for their
consideration. The Director of Finance explained that the Project Documents were not yet
in their final form and would be subject to amendments as advised necessary by the
Board’s external advisors. Any such amendments would be consistent with the general
agreed principles of the Project Documents exhibited at the meeting. He explained that
the Project was moving towards financial close.
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The “Project Documents” referred to above :
1.

Project Agreement between the Board and Stobhill Healthcare Facilities Limited

2.

Funders Direct Agreement between the Board, Dexia Public Finance Bank and
Stobhill Healthcare Facilities Limited.

3.

Construction Direct Agreement between the Board and Balfour Beatty
Construction. Limited

4.

Services Direct Agreement between the Board and Parsons Brinckerhoff Limited.

5.

Independent Tester Contract amongst the Board, Stobhill Healthcare Facilities
Limited, Capita Symonds, Dexia Public Finance Bank, Balfour Beatty Construction
Limited

DECIDED :
1.

That approval for the Board to enter a Contract, based on the Project
Documents and additional documentation required in connection with the
Project as advised by the Board’s external advisors be given.

2.

That any two from the Chief Executive, the Acting Director of
Finance/Director of Finance for the Primary Care Division, the Director of
Planning and Community Care and the Chief Executive for the Primary Care
Division, be authorised to consider and agree any such amendments after the
date of this meeting – including agreement of the final pricing amendments to
the Project Documents as advised by the Board’s external advisors provided
any such amendments would be consistent with the general agreed principles
of the Project Documents exhibited at the meeting .

3.

That any two/three from the Chief Executive, the Director of Finance/Director
of Finance for the Primary Care Division, the Director of Planning and
Community Care and the Chief Executive for the Primary Care Division, be
authorised to sign and deliver on behalf of the Board the Project Documents
with such amendments to the Project Documents as advised by the Board’s
external advisors and any additional documentation required in connection
with the Project as advised by the Board’s external advisors (provided any
such amendments are consistent with the general agreed principles of the
Project Documents exhibited at the meeting). Authorised specimen signatures
of each individual are annexed to this Minute.
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4.

That Mr. Douglas Griffin, Acting Director of Fiance/Director of Finance of the
Primary Care Division, be authorised as the named individual on behalf of
Greater Glasgow Health Board for the purpose of the insurance proceeds
account to be opened in terms of the project agreement.

5.

That the Chairman be requested to produce a certified copy of the minute of
the proceedings of the meeting as verification that approval has been granted.
…………………………………….
Chairman of the meeting of the
Board on 22nd February 2005.
GREATER GLASGOW HEALTH BOARD
SPECIMEN SIGNATURE LIST

This is the Specimen Signature List referred to in the Minutes of the Meeting of the
Members of the Board of Greater Glasgow Health Board held at Dalian House, 350 St.
Vincent Street, Glasgow on 22 February, 2005.

Name T A Divers
[ title ] Chief Executive

Signature

Name D D Griffin
Signature
[ title ] Acting Director of Finance/Director of Finance, Primary Care Division
Name C Renfrew
Signature
[ title ] Director of Planning and Community Care
Name R Crocket
Signature
[ title ] Chief Executive, Primary Care Division
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