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Providing capital for general practice:
the GPFC

One in five general practitioner principals
practise in premises that owe something to the
General Practice Finance Corporation. Yet
many more have only a hazy idea of what the
corporation is and how-it works.
The GPFC emerged out of the discussions

between the profession and the Government
over the Family Doctors' Charter in the mid-
1960s as a way of providing GPs with much-
needed capital to buy or build adequate
practice premises. Since then it has lent over
£20m to more than 5000 doctors, but it is
now running out of new money.
The corporation wants to increase its

borrowing powers from their present limit of
£25m so that it can continue to lend in the
same volume as at present. It also wants the
ability to buy or build premises to lease back
to GPs, because the sheer expense of providing
decent premises in some parts of the country
is deterring many doctors from practising in
those areas. Both these extensions will need
legislation.

GPs Charter

Before 1966 general practice suffered from
chronic undercapitalisation. GPs got little
help with buying or building surgeries, and
conventional commercial sources of money
were of little use because they would not
usually lend enough money for long enough.
The only specific source of capital for GPs'
premises was the Group Practice Loans
Scheme, which started in 1954. The loans-
of up to 80%-were interest free -and no
mortgage was taken on the property. But they
were available only to doctors practising in
recognised groups, and the money for the
scheme came out of the central "pool" from
which GPs were paid. The scheme was
discontinued when the GPFC was set up.
The GPFC was part of the charter's two-

pronged attack on the problem of premises.
The GPs' negotiators wanted an independent
body to provide the initial capital for a GP
to acquire or improve premises and they also
wanted help towards the cost of servicing the
capital. The GPFC was set up to meet the
first need and the direct repayment scheme for
rents and rates, which also started in 1966, to
meet the second. Both schemes currently mesh
in the cost rent scheme for purpose-built
premises, where the percentage payments for
"rents" are linked to the GPFC's lending rate.

Powers and functions

The corporation, established by the National
Health Service Act 1966, has the power to
lend money to GPs for buying or building
premises, either with or without a residence;
for improving, altering, or enlarging them;
for buying a share in practice premises; or for
repaying loans raised for any of these purposes.

To benefit from a loan a GP must use the
premises primarily for providing general
medical services under the NHS.
When the idea was first mooted the BMA

also wanted the corporation to have the power
to build or to buy premises itself and then to
lease them to GPs-the power that the GPFC
is now seeking. But the then Government
considered that this would unnecessarily
duplicate the work done by local authorities
(now health authorities) in building and
renting health centres. Instead the corporation
was given the power to lease land to GPs' for
them to build on. It has never used this
power because the cost of land often forms
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term money by issuing stock to the National
Debt Office, which acts primarily as an
investment manager for Government
departments-for example, it manages
National Savings funds and the surplus on the
National Insurance Fund. The interest rate
on stock issued by the corporation is governed
by what equivalent long-term Government
stocks fetch on the open market.
The corporation's lending rate is usually

about 14-2% above the rate it pays on its
stock. The difference covers the cost of
administration (nine staff) and setting up a
reserve (or, as at present, wiping out a deficit)
and allows for changes in interest on motley
that the corporation is committed to lending in
future instalments.
Many loans are advanced in instalments;

but the rate of interest is fixed on the day the
first instalment is made. The corporation may
therefore be committed to lending large sums
over many months at a predetermined interest
rate. The borrower has no corresponding
commitment to take up the balance of the
loan so the corporation does not raise that
money itself until it' actually needs it to give
to the borrower-by which time interest rates
charged to the corporation may have risen.
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What the money has been spent on: from 1967-8 to 1977-8 the corporation made 2488 loans (to 5004
doctors) for £20 658 000 for the purposes shown.

only a small part of the total cost and the
ground rent to be charged would be about the
same as the cost of borrowing the extra
capital. The Act also gives the corporation
reserve powers, which have never been put
into effect, to lend money for equipment.
The corporation is run by eight members,

two of whom have usually been practising
GPs and the rest people with financial and
property experience. Though its borrowing is
guaranteed by the Treasury, the corporation
has to run on a commercial basis and is not
subsidised: the Act requires it to break even
over a period. It is under parliamentary
control to the extent that it has to present its
annual report to Parliament and has to apply
to the Secretaries of State for Social Security
and Scotland to renew its temporary borrowing
powers each year. It can borrow up to r1-5m
short term: the rest of the £25m has to be
borrowed long term, through the issue of
Treasury-guaranteed stock.

Interest rates

The interest that the corporation charges to
its borrowers is determined by the rate at
which it can itself borrow. It raises its long-

The GPFC is required by the Act to set up a
reserve, but it has never done so. Indeed, it
has accumulated a deficit since it started
lending in May 1967, largely because it had
to borrow money to set itself up, and its initial
borrowing and lending programme fell foul of
rising inflation. The corporation's interest rate
in May 1967 was 74% and it rose steadily till it
reached 10% in 1970. In an attempt to keep
the interest rate at 10% the corporation
borrowed money at 9%, but the stock was
redeemable in five years' time-a far shorter
period than the average length of a loan (about
15 years). In 1975, when it had to redeem the
stock, interest rates were much higher, and the
corporation found itself refinancing loans that
it had made at 10% by issuing stock at 13%
and 131%.
The corporation now aims to match the

terms of borrowing and lending more closely
and does not try to keep its interest rate down
artificially. Since the average loan lasts 15
years the corporation now borrows money for
15 years. As the rate of interest is fixed this
should enable the corporation to match one
set of borrowers against one set of borrowed
money and so break even.

Since 1976-7 the corporation has made an
operating surplus, though it has yet to wipe
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out its accumulated deficit (which in March
1978 stood at £50 860).

GPFC loans

The three major features of GPFC loans
are that they may be repaid over up to 20
years; the interest rate is fixed; and the
corporation can lend up to 100% of the cost
of buying, building, or altering practice
premises (including professional fees).
Though the corporation's staff emphasise

that prudent borrowers should examine all
sources of finance, the corporation is not
really in competition with other lenders.
Building society loans are generally cheaper
but harder to get. Most societies, particularly
the larger ones, will not lend on commercial
properties (which is what surgeries are
considered to be). Possibly a rural practitioner
who wants' to buy a house and attached surgery
may be lucky if he approaches a small local
society.
The banks' major disadvantage is the'

length of time they will lend: they usually
want loans repaid in well under 10 years,
which makes the capital repayments very
heavy. The GPFC will lend money for 20
years or until the youngest partner reaches
the age of 65, whichever is less.
The fact that the GPFC's interest rate

stays the same throughout the loan works
well for some but badly for others: it has
been good for the GPs who took out loans in
1967 when the rate was 71% but is tough on
the recipients of the loans made in 1976-7 when
the rate was 18%.

Possibly the greatest advantage is that the-
corporation may lend up to 100% of the value
of a property (which has to be independently
assessed) if the security-usually a mortgage
on the property-is adequate. Even so, its
margins for' error are very small should the
borrower default. If a GP is borrowing
money to improve his surgery and also gets an
improvement grant the GPFC will lend the
difference between the cost of the alterations
and the amount of the grant.
As with many new buildings, purpose-built

surgeries are often worth less once built than
the cost of building them. In these circum-
stances the corporation will usually lend 100%
of the actual' cost so long as the project is
within the DHSS's cost limits and it is lending
to a group or partnership. If the costs are
higher than the cost limits the corporation
will demand extra security-such as a second
mortgage on the doctors' homes. The cor-
poration's high interest rates tend not to
matter too much for purpose-built premises
because the cost rent that the doctors receive
is the same percentage as the GPFC's interest
rate.
Loans from the corporation are relatively
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Inner city GPs may benefit from the GPFC's
proposed new powers.
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How GPFC loans work for partners (NB How the partners share responsibility for repaying
loans within their partnership accounts is up to them.)

easy to get. Applications have to be supported
by Form FP84 signed by the FPC admin-
istrator to show that the proposed purchase
is approved; by an independent valuation;
and by plans and estimates for any proposed
building. The corporation then usually
decides within three weeks, and few applica-
tions are rejected, though some doctors may
be offered less Ithan they asked for if the
property's value does not match its price.
Loans are repaid like building society
mortgages-either by quarterly payments of
interest and capital (deducted by the FPC)
or through payments of interest and an
endowment policy to repay the capital when
it matures.

Partnerships

The corporation may lend jointly to all the
doctors in a partnership, jointly to some of
them, or to individual members. If it lends to
half or more of them for some project it will
want, as security, a legal charge over the
property. If it lends to an incoming partner to
buy a share in the premises it will want a
charge on his equitable interest with the
guarantee of his partners.

If a partnership borrows money and one of
the partners later leaves, the corporation will
usually allow the remaining partners, or the
remaining partners plus an incoming partner,
to take over the loan. If the value of the
premises has risen since the partners took out
their loan the remaining partners may need a
corporation loan to buy out the departing
partner's share. Alternatively, a new partner
may have to buy the departing doctor's share.
He will usually be able to take over the existing
loan with the other partners and then has to
raise the difference between his share of the
existing loan and his share of the property's
value (the equity). He may therefore apply for
an individual loan for this amount.

More money, more power

In 1967-8 the average loan from the GPFC

was about £5000: in 1977-8 it was 15 000. So
although money from repaid loans is
accumulating it is not enough to finance new
lending on the same scale. So far the corpora-
tion has been able to consider each application
for a loan on its merits and has not had to
weigh it against others. It estimates that it
needs to be able to borrow up to £lOOm to
restore its borrowing powers to their 1966
levels. But without increased borrowing
powers the corporation would have to start
rationing.
Without extra money the corporation would

also not be able to extend its powers into
buying and leasing premises to GPs. The
impetus for this move has been partly political
and partly financial. The GMSC originally
wanted the corporation to be able to lease
premises, and recent political (and financial)
doubts among doctors over health centres have
strengthened their desire for an independent
"apolitical" body that could rent premises to
doctors who cannot afford to buy or build
their own, especially in areas where costs are
high and premises generally inadequate, such
as the inner cities.
The corporation also has its own reasons for

wanting to extend its powers in this direction.
It has seen an increasing reluctance on the
part of younger doctors to buy premises
because of the sheer cost of doing so. Their
reluctance has in turn deterred older doctors
from building or improving their premises
with the help of a GPFC loan because they
fear that no younger doctor will want to buy
them out when they retire. The corporation
believes that it can charge a rent on purpose-
built or adapted premises equivalent to its
lending rate, which would save doctors the
cost of the capital repayments.

Practice premises in general are not the
problem that they were at the time of the
first GPs' charter, thanks largely to the
GPFC and the reimbursement scheme. The
major problem that remains is the cost of
practising well in cities. Several radical
solutions have been proposed, but altering
types of tenure, as the GPFC is now proposing,
may provide part of the answer at little cost.
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