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The Low down on GP Federations

1. Introduction to Federations – What are they?

2. Setting up a Federation (getting started)

The Essentials

a) What will the Federation do?

b) Deciding how it will be operated and governed.

c) What are my options.

d) Establishing the organisation.

3. We highly recommend…

a) Analysis of risks and liabilities.

b) Pensions.
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Introduction to federations – what are they?

Introduction

Increasingly practices are considering entering into collaborative arrangements with other practices 
whether to share resources and facilities or to bid for enhanced service contracts.  With changes to 
primary care finite resources and the drive to deliver services in a cost effective way closer to patients 
homes there has never been a better first for practices to make themselves fit for the future.

Some of these projects are CCG led, others are being led by LMC's and GP practices.

Whatever the reason your practice is considering entering into collaboration, it is vital that you 
understand the process that you are entering into, the opportunities and risks it presents, and the 
various options that are available to you.

The form any federation or collaboration arrangement takes is not prescribed, and is not subject to any 
regulatory guidance.  This is to enable flexibility to deal with local health care issues and to enable 
these business arrangements to be tailored to suit practices individual needs within that locality.  
Inevitably, the approach may vary depending if practices are urban or rural.

This guide will take you through the points you need to consider, and will highlight the essential steps
that you will need to take, and those optional steps which are best practice or desirable for the 
protection of your practice.

We also highlight the services that DAC Beachcroft LLP can provide to take you through each of these 
steps in practise.

The Essentials

What will the Federation do?

Federations – What's in a name?

Federation, network, collaboration, joint venture.  There is very little in the name that is given to joint 
working arrangements between practices.  These terms are often used interchangeably to describe 
practices coming together for a defined set of goals.  The aims, goals or purposes of each federation 
does not need to be the same either.  Broadly, joint working or collaboration arrangements are used to 
enable practices to share costs, resources and in many cases create an entity that is able to bid for
contracts and take advantage of the current policy to deliver a great array of services out of hospital 
settings.

Getting Started

The difficulty for a lot of practices is understanding where to start, and what options are available.  Key 
questions to consider in the first instance are what do you want your federation to do and achieve?  In 
setting up a federation there is a danger in simply trying to replicate something that another practice 
might have done without knowing what they did and why, and how they came to arrive at the option 
they chose.

The most common reason for collaboration currently is to enable practices to deliver a wider range of
services.  The most important starting point to any collaboration is communication and dialogue.  
Practices should meet, usually through a patron or parties nominated by each partnership to conduct 
discussions to map out the objectives for the collaboration and what the most important issues are.  
Once these initial ideas have been formulated the process of setting up a federation can begin in 
earnest.
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What can we do to help?

To facilitate these discussions we offer an introductory network development workshop which can help 
take you through the initial steps of setting up a GP network, this can cover:

 Governance implications and governing different structures

 Different legal forms of network GP practices can consider

 The pros and cons of the different legal forms

 Case studies on navigating through your networks

What are your options?

It is open to GP practices to collaborate with each other in a variety ways, especially in order to 
provide services collectively.  There are three broad categories of collaboration that can be considered 
by groups of GP practices, and various others which can be developed within those forms.  These 
options are not exhaustive and it is possible to adopt more than one arrangement for different 
purposes.  The categories are as follows:

1. Contractual Joint Venture:  The existing practices retain their own legal identities and agree 
how they will work together by entering into a contract.

2. Practice Merger: The parties formally merge creating a much larger practice.

3. Corporate Joint Venture:  The practice sets up a new corporate body to deliver services 
which they operate.

Contractual Joint Venture

A Contractual Joint Venture does not involve the setting up of a new legal entity.  The parties who are 
involved in a Contractual Joint Venture remain independent legal practices who have agreed to 
collaborate with other joint venture partners in accordance with the terms of the contract.  This differs
between a corporate joint venture which does involve setting up a new legal entity.  A contractual joint 
venture can be as simple as a light touch agreement between the parties setting out how they will 
work together to provide certain services including sharing premises and staff.  Typically, there will 
also be details setting out how parties will collaborate to provide services, how financial liabilities will 
be shared and how decisions will be taken by the collaboration.  It is possible for GP practices to 
agree that one GP practice will be the lead provider of certain services, and other GP practices will 
essential be sub-contractors to the lead provider.  The details of how this lead provider will operate 
practicably could be set out within the contracts.

The pros of this set up are that it is relatively simple and cheap to set up and avoids having to work 
through more complicated areas.  The disadvantage is that it is a less secure arrangement between 
the parties and that the primary businesses of the existing practices are not ringfenced from the new 
venture.
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Practice Merger

GP practices could seek to formerly merge with each other in order to create larger organisations.  
This can take the form of a full merger where all service contracts and all partnerships form one 
cohesive new partnership where all assets and capital are held.  Alternatively it can take the form of all 
parties creating a "managing partnership" which will effectively govern the member practices which 
retain a degree of independence on autonomy.  The advantages to this approach are the increasing 
economies of scale, expansion and market power for the merged practice.  It can also lead to less 
administration costs.  However, the key disadvantages are that it can undermine practice autonomy
depending on the model of merger chosen and governance of a larger entity may in itself be a more 
complicated and contentious issue.

Corporate Joint Venture

GP practices can seek to set up a new corporate entity that they can operate, to either provide 
services to member practices or bid for enhanced services contracts.  You may wish to form a 
Network that is eligible to provide services under GMS or PMS contracts.  In this case, if you are 
considering a corporate joint venture, you will need to ensure that the regulatory requirements on 
shareholding are complied with, in order that your newly formed company is able to hold a GMS or 
PMS contract.  Alternatively, some federations have a strong community ethos to their thinking and 
consider profit as unimportant and prefer to reinvest in the new venture via a Community Interest 
Company.

What can we do to help?

We offer a bespoke approach but also utilise our experience in acting for other practices to suggest 
the most common options and any appropriate alternatives you may consider.

We can arrange a face-to-face meeting with the relevant leads for the GP Federation project, and 
provide a questionnaire for GP practices to consider and populate.  At this meeting, we will talk 
through the questionnaire so that it is clear as to what is required to complete it.  Once we have 
received the populated questionnaire from the prospective GP Federation we will provide an options 
paper, setting out our recommendation, the pros and cons of certain options based on the answers to 
the questionnaire and the particular requirements of the prospective GP Network.

Heads of terms (also known as a Memorandum of Understanding)

Having considered the options and arrived at your desired approach the principles agreed will then be
the basis for heads of terms, that set out certain commitments between the GP practices that wish to 
form the prospective network.  They are not legally binding, but would formalise the basis upon which 
you will work with the other GP practices, including obligations on each GP practice to:

 carry out the relevant actions required to form the contractual or corporate joint venture or merger 
to create a GP Federation

 co-operate with each other and provide certain information where required

 set out how the parties will share costs (where applicable) in respect of setting up the GP 
Federation
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 provide information to the other parties in certain circumstances (e.g. GP practices may wish to be 
informed whether another GP practice from the prospective network enters into contracts over a 
particular value, or seeks to appoint new GP partners, or sell its shares to another company, for 
example)

 keep all information relevant to the formation of the GP Federation confidential and agree on any 
press releases or statements

 any agreed principles of exclusivity between the parties

How will the Federation be operated and governed

Operating a GP Federation is something that requires careful thought.  Due consideration needs to be 
given to the relationship between the federation organisation and the individual member partnerships.  
This includes the structure for operating the business including whether you wish to have an executive 
group, for example comprising members of each constituent practice, in order to operate the 
federation.  In addition, you need to consider how the federation is going to make decisions, and what 
the responsibilities are going to be from the executive board and what obligations does it owe to the 
member practices.  This is all part of ensuring that the organisation functions correctly and is 
accountable to the members who created it.

What can we do to help?

We recommend the assistance of our health care advisory practice comprised of industry experts who 
are non-lawyers.  Their particular expertise is advising organisations on management and governance 
so that they are effective and fit for purpose.  They can also assist in commercial training such as how 
to bid for and win service contracts and assist with setting the strategy for your Federation.
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Establishing the Joint Venture Vehicle

Once your prospective GP Federation has decided upon the legal form of collaboration, and you have 
settled on a governance structure, all that is left is to establish the joint venture vehicle and ensure it is 
documented correctly.  The detail of the chosen form should be clear at this stage, following the 
Options Appraisal and Heads of Terms stages.

What can we do to help?

Our support here will be drafting the relevant documentation and guiding the prospective GP 
Federation through the legal process of setting up a contractual joint venture or corporate joint 
venture, depending upon the chosen option.  If a merger has been chosen this will require separate 
documentation.  This might include:

 drafting the contractual joint venture between GP practices

 drafting articles of association for a corporate joint venture and incorporating a company

 drafting an all-encompassing super –partnership deed for practice mergers

 assisting with any business transfers required for practice mergers / acquisitions

In all cases the documentation will also establish how your governance requirements will be 
implemented and how profits and losses will be shown.

We highly recommend

Analysis of Risk Liabilities

When GP practices are considering collaborating with each other, a level of due diligence is desirable, 
in order that collaborating organisations are clear on their future partners' viability and standing.  A 
federation is only as strong as its weakest link.

Ensuring that your legal due diligence has been carried out with commercial recommendations as to 
how to mitigate risks arising will be a key to the progression of the Federation (or making an informed 
decision not to proceed).  This process is not mandatory but is highly recommended.  This would 
usually be carried out prior to establishing the joint venture vehicle.

It is desirable that the existing partnership arrangements of the partnerships participating in the
Federation are reviewed.  Each partnership forms a pillar of the Federation and crakes in any of those 
pillars has the capacity to bring the Federation down.  Just as you need to consider key decisions like 
the admission of new parties in your own deed you will need to consider the relationship between 
each individual practice and the Federation including terms of entry and exit.  As such all practices 
entering into a Federation will need to have up to date partnership deeds in place to mitigate the 
potential risk of the Federation being destabilised.
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What can we do to help?

We can provide a tailored due diligence questionnaire seeking agreed information from each GP 
practice.  Once the information has been received by us, we would then carry out a review of that 
information, draft our report, and seek further information where necessary.

 governance arrangements at each GP practice (e.g. partnership deed) and any restrictions in 
taking part in the Federation

 commercial contracts (e.g. review of an agreed number of any business critical contracts)

 employment (e.g. any potential Tribunal or long term sickness claims)

 real estate (e.g. review of any relevant property interests to ensure that services can be provided)

 clinical (e.g. complaints, serious untoward incidents; CQC and compliance; quality and 
performance)

 non-clinical disputes

 health and safety compliance

 intellectual property rights and information technology

Pensions

A critical aspect of setting up any Federation is whether there will be eligibility for accessing the NHS 
pension scheme which will not be possible in all cases.  The form of membership of the Federation or 
collaboration organisation will have an impact on whether it will have employing authority status and 
access to the NHS pension scheme for certain contacts it is awarded.

What can we do to help?

DAC Beachcroft can provide full advice to ensure that a solution meets the NHS pension scheme 
requirements and can further advise upon the effects of the Directions Order by the NHS Pension 
Agency.
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